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The Scottish Economy 
Industrial 
BUSINESS SURVEY 
With the Inauguration of the quarterly 
Scottish Business Survey (SBS) in October 
1984 there are now two regular up-to-date 
indica tors of trends in the Scott ish 
indus t r ia l sector. The combination of 
the new survey and the long-standing CBI 
Industr ia l Trends Survey provides a 
comprehensive assessment of trends in 
Scottish industry. The two data sources 
are essentially complementary, but there 
are important differences between them. 
Whilst the CBI Survey provides information 
on trends by s ize of firm, the Scottish 
Business Survey provides a geographical 
breakdown of responses. Equally, the CBI 
p r o v i d e s i n f o r m a t i o n on s e c t o r a l 
employment t r e n d s , while the SBS 
dis t inguishes between male and female 
employment, and in some sectors between 
full- and part-timers. In addition, the 
number of respondents to the SBS i s well 
over twice that of the Scottish section of 
Performance 
the CBI survey. Responses are e l i c i t ed 
not only from manufacturing but also 
construction, d i s t r ibu t ion and financial 
i n s t i t u t i o n s . The r e su l t s from the new 
SBS are therefore capable of a greater 
degree of disaggregation than those from 
the CBI. 
Over the l a s t quarter there has been a 
f a l l in nominal i n t e r e s t r a t e s and a 
strengthening of s t e r l ing . As a t mid-
April i n t e r e s t r a tes had fal len by one 
percentage point from the i r leve ls in 
February. This fal l and the expectation 
of further reductions in i n t e re s t r a t e s , 
which have now mater ia l ised, w i l l have 
influenced the rep l ies of respondents to 
both the SBS and CBI surveys. Whilst the 
trade weighted exchange rate rose by about 
three percent over the las t quarter i t i s 
unlikely tha t th i s w i l l as yet have had 
any s igni f icant impact on export orders. 
I t i s l i k e l y t h a t t h e o u t l o o k of 
respondents in this respect i s s t i l l very 
much inf luenced by l a s t year 's sharp 
depreciation of sterling. 
I t was observed in the February Commentary 
that there appeared to be some indication 
of a recovery in economic activity. The 
l a t e s t findings of both the SBS and CBI 
Surveys provide further evidence to t h i s 
effect. Moreover, the expansion of 
activity which is now taking place would 
appear to be broadly based and even those 
sectors which had consistently lagged in 
performance are now reporting an overall 
improvement in their business prospects. 
Though activity in Scotland may have been 
slower to pick-up than activity elsewhere 
in the United Kingdom (par t icular ly the 
South East), the contractionary effects of 
the reduction in o i l prices would now 
appear to have largely abated. Even in 
Aberdeen where the impact of the f a l l in 
oil prices has been most sharply felt the 
indicat ions are that the worst i s over. 
Indeed the recent strengthening of o i l 
p r i c e s i s r e f l e c t e d in buoyant 
expectations of future business conditions 
in oil related activity. 
The source of the much welcome new found 
vigour in the economy would appear to l i e 
in a pronounced improvement in export 
competitiveness. Two forces are at work 
here. F i r s t l y , there i s now a large 
amount of evidence which points to the 
conclusion that productivity growth in the 
United Kingdom is outstripping that of i t s 
t r a d i n g p a r t n e r s . Second, the 
substantial depreciation of sterling which 
occurred l a s t year would now appear to 
have percolated through to order books. 
The combined effect of these changes has 
been such, as to ensure that the benefits 
of improved competitiveness are now also 
spi l l ing-over into non-exporting sectors 
of the economy. 
Of the eleven sectors ident i f ied within 
the SBS Survey a l l but one claim to be 
more opt imis t ic about the i r prospective 
business conditions. Only in Mechanical 
Engineering is this optimism absent, but 
even here the neutral outlook taken by 
respondents contrasts sharply with the 
uniform pessimism which prevailed in past 
years. 
On the jobs front, there remains l i t t l e 
prospect of a reduction in unemployment. 
There i s , however, plenty of evidence to 
suggest that jobs are no longer being 
eroded at the rates which were experienced 
in recent years and there i s evidence in 
both the Scottish Business and CBI surveys 
to suggest that there may be some job 
gains in the coming months in certain 
sectors . On balance, the SBS i s more 
opt imist ic on th i s front than i s the CBI 
survey but t h e r e i s no disagreement 
between them that job a t t r i t ion rates have 
now been sharply reduced in manufacturing. 
In other s e c t o r s the most notable 
development i s the prospective expansion 
of employment in Construction. For a 
considerable period of time, Construction 
has been the most depressed sector of the 
economy. Since activity in construction 
i s often regarded as a leading indicator 
of l ikely developments in other sectors 
the resurgence of construction ac t iv i ty 
bodes well for the Scott ish economy. I t 
will therefore be of considerable interest 
to see whether the revival of fortunes in 
the Construction sector can be maintained 
in the coming months. This is likely to 
depend cri t ically on whether the momentum 
of recent increases in orders from the 
private sector can be sustained. 
Of the manufacturing sectors identified in 
the SBS the most o p t i m i s t i c about 
prospective sales are Textiles and Food, 
Drink and Tobacco. These sectors , with 
only occasional relapse, have consistently 
exhibited most resilience in the Scottish 
economy in the past two or three years. 
Indeed acitivity in the Textiles, Leather, 
Clothing and Footwear sector has now 
reached such a pitch where i t would appear 
that almost a l l capacity i s in use. To 
meet future orders i t i s l ike ly that a 
significant expansion of capacity will be 
needed. 
In the remaining manufacturing sectors 
expectations are generally buoyant. In 
Metal Manufacture and Metal Goods, sales 
and orders are expected to increase and 
employment looks set to stabilise around 
present levels . In Chemicals too i t i s 
anticipated that sales and orders wil grow 
but further job losses look l ike ly here. 
The outlook in Elect r ica l and Electronic 
Engineering is again generally optimistic 
but an expected dec l ine in orders 
tarnishes the overall picture. Finally, 
in Paper, Printing and Publishing both 
orders and sales are set for expansion but 
a majority of respondents nonetheless 
expect to reduce the numbers that they 
employ. 
In general terms, therefore, i t is fair to 
conclude t h a t p rospec t s in Sco t t i sh 
manufacturing are s ignif icantly be t te r 
than they have been for some t ime. 
Whilst not a l l indicators in a l l sectors 
support t h i s impression the r e l e v a n t 
comparison i s with what has happened in 
the past. On th i s basis even those 
s e c t o r s which as yet show l i t t l e 
indication of expansion are far l e ss 
pessimist ic about the i r general business 
s i tua t ion than they have been for some 
time. I t should be borne in mind, 
however, that much of the registered 
improvement in activity i s being Measured 
from a low base, so that whilst i t might 
be j u s t i f i e d to characterise recent 
manufacturing performance in terms of a 
recovery of fortunes i t would be premature 
to describe i t in any stronger terms. 
The non-manufacturing s ec to r of the 
Scottish economy also shows signs of 
expansion in ac t iv i ty . As has already 
been observed, the Construction sector i s 
now better placed in terms of orders than 
i t has been for some time. The Retail 
sector , which due to the expansion of 
consumer c red i t in previous years, never 
qui te plumetted to the same depths as 
manufacturing continues to expect growth 
in i t s s a l e s . With i n t e r e s t r a t e s 
falling and growth now occurring elsewhere 
in the economy there i s every reason to 
expect buoyant conditions to endure in 
Retail services. Wholesale distribution 
which has never quite matched the healthy 
performance of the Retail d i s t r ibu t ion 
sector i s now beginning to show steady 
improvement in sa les . Some further 
growth i s r equ i r ed , however, before 
employment i s likely to expand. Finally, 
Scottish Financial institutions are s t i l l 
maintaining the expansion of credit which 
has been characteristic of their activity 
in pas t y e a r s . There i s however a 
noticeable change in the s t ructure of 
demand for credit with the company sector 
now requiring more finance for working 
capital and for investment. Advances to 
the personal sector nonetheless remain set 
to expand. 
The r e s u l t s of the CBI Survey a re 
substantially in agreement with those of 
the SBS. Unlike the SBS, the CBI i s 
confined to the manufacturing sector but 
i t does provide some supplementary 
information to the SBS. In par t icu lar 
the information contained in the CBI 
survey points to the conclusion that i t i s 
medium and large sized firms (more than 
200 employees) which are in the vanguard 
of the recovery which is now taking place. 
In previous years i t has been small firms 
which have performed better. I t might be 
ventured t h a t one reason why l a r g e r 
companies are now leading the way is that 
they are more oriented to external markets 
and consequent ly have more obviously 
benefited from las t year's depreciation of 
s t e r l i ng . Additionally, if the much 
talked about 'shake-out' in manufacturing 
has had i t s primary impact on larger 
companies then one would now expect to 
observe a d i s t i n c t improvement in the i r 
performance. 
In terms of sectoral content the CBI and 
Scot t ish Business Surveys are largely in 
accord. However, as has been observed on 
some occasions previously, one or two 
differences do emerge. To what extent 
these represent a systematic bias in 
coverage of one or other (or both) surveys 
is not clear since differences do exist in 
thei r sectoral def in i t ions . Bearing 
these qua l i f ica t ions in mind i t might be 
noted that the optimistic outlook reported 
for the Food, Drink and Tobacco sector in 
the SBS i s con t r ad ic t ed by the CBI 
findings. In the past, however, any 
differences in findings have been short-
lived so that too much emphasis should not 
be placed on this isolated case. 
To recapitulate, both SBS and CBI Surveys 
i n d i c a t e a pronounced expansion of 
ac t iv i ty in the Scottish economy, a lbe i t 
from a low base. The source of the 
stimulus to ac t iv i ty i s most probably to 
be found in the combined effects of the 
depreciation of s te r l ing during 1986 and 
in a marked improvement in manufacturing 
productivity. Whilst conditions in the 
world economy will therefore be crucial in 
determining the duration of the recovery 
there i s also some evidence that the 
b e n e f i t s of improved i n t e r n a t i o n a l 
competitiveness are percolating through to 
the non-exporting sectors of the economy. 
In the coming months an additional f i l l i p 
to activity might be expected to come from 
domestic sources. 
Primary 
AGRICULTURE 
Efforts by the European Commission to 
continue to reform agr icul tura l spending 
by the Community have run into s t i f f 
political opposition. Farmers in France, 
Spain and West Germany organised violent 
demons t ra t ions wi th in r ecen t weeks, 
reflecting their disquiet at the prospect 
of further f a l l s in the i r income, in the 
l igh t of the Commission's farm price 
proposa ls for 1987/88, which were 
announced on 15 February. 
The Commission had hoped to follow up 
their success l a s t December in achieving 
cuts in production for beef and dairy 
products by holding down prices for o i l 
seeds and cereals . They had also hoped 
to embark on the gradual dismantling of 
the "green" currency ra te system. A 
mechanism which in e f f e c t , pe rmi t s 
individual governments to neut ra l i se the 
effect of European price r e s t r i c t i o n s by 
s e l e c t i v e d e v a l u a t i o n . I n d e e d , a 
d e v a l u a t i o n of the green pound i s now 
proposed which w i l l mean an increase in UK 
farm support pr ices of j u s t under 3?. 
A f u r t h e r reform p r o p o s a l , on which t h e 
Commission i t s e l f has not been ab l e t o 
ag ree , i s one which would suppor t some 
farm i n c o m e s , w h i l e p e r m i t t i n g t h e 
downwards ad jus tmen t of farm p r i c e s . 
This p roposa l i nc ludes an annual subsidy 
of up to £1,760 per head per annum for 
f i v e y e a r s , payable t o poorer f a r m e r s . 
The encouragement of early re t i rement , and 
the idea of r i c h e r European s t a t e s being 
a l lowed to i n t r o d u c e t h e i r own n a t i o n a l 
schemes for subsidising farmers, up to an 
a g r e e d l i m i t . T h i s l a s t p o i n t h a s 
a r o u s e d t h e h o s t i l i t y o f s o m e 
Commissioners who fea r t h a t i t might be 
the f i r s t s tep towards replacing European 
farm p o l i c y w i t h t h e p o l i c i e s of 
individual member s t a t e s . 
The B r i t i s h Government announced a new 
land use i n i t i a t i v e on 9 February, which, 
in conjunction with a n t i c i p a t e d European 
price t rends, i s l i ke ly to mean a dramatic 
reversal of the post-war expansion in the 
a rea of land used for a g r i c u l t u r e in the 
United Kingdom, especial ly in pa r t s of the 
Highlands . The new proposa l has s ix 
elements: 
(1) the expansion of a f fores ta t ion , 
(2) the promotion of farm woodlands, 
(3) the encouragement of conservation and 
r e c r e a t i o n , (eg more f a r m e r s t o 
provide f a c i l i t i e s for t o u r i s t s ) , 
(4) g r a n t s f o r t h e e s t a b l i s h m e n t of 
anci l la ry businesses on farms, 
(5) the re laxat ion of planning cont ro ls , 
(6) increased research on the development 
of new farming products. 
These p r o p o s a l s have been g ree t ed wi th 
r e l i e f by t h e NFUs: for t h r e e yea r s 
fa rmers have been asking the government 
for a long-term policy statement, and now 
they have got one. In Scotland, farmers 
seem l e s s worried than those in England by 
the p rospec t t h a t r e l a x a t i o n of planning 
c o n t r o l s m i g h t l e a d t o u n f e t t e r e d 
development. In any case, the i r concern 
i s p r i m a r i l y w i th s h o r t - t e r m s u r v i v a l 
before long-term development. 
The December Agricultural Census showed a 
f a l l of 6% in the S c o t t i s h farm labour 
force over the year. In the same period, 
pig, sheep and poultry numbers increased, 
but the s i z e of both the da i ry and the 
beef breeding herds has fa l l en s l i gh t l y . 
FISHING 
According t o f i g u r e s publ ished by the 
Department of A g r i c u t l u r e and F i s h e r i e s 
for Sco t l and , the t o t a l value of f i s h 
landed by UK vesse ls a t Scot t ish ports in 
1986 was £234.4 m i l l i o n . This i s the 
highest level ever recorded and represents 
a 9% i n c r e a s e over 1985. However, the 
source of the increase in value l i e s in an 
average pr ice r i s e of 17% which more than 
compensates for the 7? f a l l in volume to 
553,222 tonnes. 
The major ca tegory of s p e c i e s remains 
Demersal which inc reased i t s share of 
t o t a l va lue over the year by around 1.5$ 
to approximately 70?. Actual landings of 
f ish in t h i s species f e l l by 4% to 281,718 
tonnes but the accompanying 16? average 
p r i c e r i s e meant an o v e r a l l i nc rease in 
va lue of 11%. Haddock l and ings worth 
£73.4 m i l l i o n accounted for 45% of t o t a l 
va lue i n t h i s ca tegory . Both h igher 
volume (up 3% t o 122,862 t o n n e s ) and 
h igher p r i c e s (up 17%) c o n t r i b u t e d to a 
21% i n c r e a s e in va lue . Conversely, the 
f igures for the other two major demersal 
species, cod and whiting, show s igni f icant 
f a l l s i n v o l u m e (o f 24% and 12% 
r e s p e c t i v e l y ) accompanied by price r i s e s 
of a s imi la r magnitude (20% and 12%). 
Total landings of Pelagic species f e l l by 
10% in volume to 234,659 tonnes and the 2% 
drop in average pr ices meant tha t overa l l , 
t he t o t a l va lue of l and ings was down by 
12% to £25.4 m i l l i o n . This d e c l i n e can 
be accounted for par t ly by the 25% f a l l in 
the volume of mackerel landings and the 8% 
f a l l in herr ing p r i ces . 
Overall, shellfish landings showed healthy 
growth with volume up 6% to 36,845 tonnes 
p l u s an 11% i n c r e a s e in p r i c e s 
contributing to a figure of £46m for the 
to t a l value of landings, an 18% increase 
over 1985. In t h i s category, the 21% 
increase in value of Norway lobsters to 
£29.5 mil l ion was a major contributing 
factor. There were calls in March, from 
the Scott ish Scenic Trust for the future 
co-ordination of marine development to be 
the responsibility of the Scottish Office. 
Currently, a number of departments have 
the ability to allow developments such as 
oil exploration and coastal fish farms to 
go ahead and i t i s in these types of 
development that the lack of co-ordination 
can cause a conf l ic t of i n t e re s t with 
those of f ishermen. The Trust has 
e x p r e s s e d t h e view t h a t p roposed 
developments should f i r s t be discussed 
with the fishermens' organisation and, 
further, that compensation for the loss of 
fishing grounds should be available. The 
calls , however, have been rejected by the 
Scottish Office. 
around 1,000 tons of salmon a year and 
wi l l offer further advantages such as 
cheaper salmon feed as a r e su l t of bulk 
buying. The company hopes to receive 
assistance from the Highlands and Islands 
Development Board to set up a f i l l e t i n g 
and packaging factory near Stornoway. 
The Crown Estates Commissioners have 
announced a £4 per tonne reduction in rent 
for fishermen in Shetland, Orkney and the 
Western I s l e s . Although the Shetland 
Islands Council and the Shetland Farmers' 
Association welcomed the commissioners' 
acceptance of the pr inciple of a rent 
reduction for farmers in these areas, they 
criticised the amount on the grounds that 
i t does l i t t l e to compensate for the 
re la t ive ly higher costs faced in these 
areas. Island farmers pay the costs of 
importing feed, cages and other goods and 
also the transport costs of getting their 
fish to the mainland. This they see as 
just i fying a rent reduction in excess of 
50%. 
Also in March, the government announced 
grant ass is tance of around £1.5 million 
towards the cost of harbour works a t 
Kinlochbervie. The assis tance wi l l aid 
the construction of a new fish market and 
new quays which wi l l provide addit ional 
berthing space for fishing vessels. The 
harbour au thor i ty , Highland Regional 
C o u n c i l , have a l s o s u b m i t t e d an 
application for additional assistance from 
the European Regional Development Fund. 
Scotland's salmon farmers are increasing 
the i r effor ts on marketing and promotion 
in an attempt to keep sales moving ahead 
of the expected 60% increase in farm 
output between 1986 and 1988. Home 
consumption i s seen as offering greatest 
potent ia l for growth but there are also 
plans for increased advertising in France 
in order to boost exports to what i s 
already one of the major markets for 
Scottish salmon. 
One example of the ef for ts being made i s 
provided by the formation of a marketing 
company, Hebridean Harvest, on behalf of 
salmon producers in the Western I s l e s . 
The company will combine the packing and 
marketing of the products of ten f ish 
farmers from Lewis and Harris and five 
from the Uists. The company will handle 
Construction 
Recent indicators for the construction 
sector display a pattern which can perhaps 
best be described as mixed; the immediate 
past has not been too good, but there are 
some encouraging signs for the future. 
Construct ion output 
( 1 98B = 100) 
1 1 1 1 1 1 1 1 1 
The t o t a l value of a l l new contracts 
obtained by bu i ld ing c o n t r a c t o r s in 
Scotland during 1986 was £1,282.81m, 4.2% 
down on the corresponding total for 1985. 
At £728.65m total private sector contracts 
remained virtually unchanged from the 1985 
figure, while the value of public sector 
contracts f e l l 9? to £554.15m. The f a l l 
in public sector contracts was not due to 
a lack of new public housing contracts -
they a c t u a l l y rose s l i g h t l y in 1986 
(in nominal terms) to £94.79m. But there 
were two s e c t o r s which experienced 
par t icu lar ly large f a l l s . The f i r s t of 
these i s the "miscellaneous" sector; the 
most significant part of which i s the oil 
industry: contracts in this sector fel l by 
11$ (over £50m) in 1986. The other major 
f a l l occurred in the public health and 
education sectors, where the value of new 
contracts f e l l by almost half compared 
with 1985 to £55.28m. 
The buoyancy of new housing contracts in 
the private sector remains undiminished, 
with to ta l contracts up 2.4% on 1985 at 
£330.15m. However, a slightly different 
picture i s painted by looking a t new 
private housing s t a r t s recorded by the 
National House-Building Council for the 
same period. The NHBC recorded 12,200 
new private dwellings started in Scotland 
in 1986, 7.6% down on the 1985 to t a l and 
the lowest to t a l since 1982. This i s in 
sharp contras t to Great Bri tain as a 
whole, where new housing s t a r t s in 1986 
to ta l led 185,700, the h ighes t f igure 
recorded since 1973. I t should be noted 
that the NHBC figures generally run a t a 
slightly lower level than, but in parallel 
with, figures from the Scottish Office and 
the Department of the Environment. The 
Council claims that their figures provide 
an e a r l i e r warning of market t r ends 
because they reflect an intention to build 
on the part of the contractor, rather than 
building which is already under way. 
The l a t e s t figures from the Building 
Merchants' Federa t ion on sa l e s by 
builders ' merchants confirm 1986 as a 
d i f f i cu l t year for the industry. In 
the i r survey for the year to 1987 every 
region in the UK showed a r i s e in sales -
except Scotland where sales fe l l by 6.5%. 
However, the industry's views of future 
prospects make much happier reading. The 
las t Commentary mentioned a slight display 
of optimism in the construction sector as 
indicated by returns received in the 
Scottish Business Survey. The l a t e s t 
Survey, covering the quarter to the end of 
March, has reinforced the general feeling 
of optimism. A balance of 25% of 
responding firms said they f e l t more 
opt imis t ic about the general business 
climate than they did three months ago. 
Most marked were the resu l t s from the 
Aberdeen a rea , where f o u r - f i f t h s of 
companies reported increased optimism, an 
indication that much of the depression 
induced by the o i l price collapse i s now 
diminishing. 
In the l a s t Survey there was an overall 
balance of f i rms which a n t i c i p a t e d 
increased orders in the f i r s t quarter of 
1987, and, with the exception of orders 
from central government, these hopes 
appear to have been real ised. This i s 
especially the case in non-government 
public sector orders where a balance of 
33% of firms reported increased orders in 
the three months to March. Encouragingly 
t h i s general trend i s expected to 
continue into the next quarter , although 
once again government c o n t r a c t s a re 
expected to be slow. Perhaps the most 
opt imis t ic sign from the survey is in 
employment. A balance of 26% of 
responding firms say they ant ic ipate an 
increase in employment over the three 
months to June, a sharp contrast to the 
anticipated trend in the previous quarter 
when firms expecting falls in employment 
outnumbered those expecting an increase by 
2 to 1. As with previous surveys the 
prospects for non-manual employment look 
less bright than for manual employment. 
I t should be borne in mind that th i s 
opt imis t ic outlook does not necessarily 
herald a boom in the construction sector. 
Previous Commentaries have pointed out 
that the recent performance of the sector 
in Scotland has been far below that of the 
UK as a whole; perhaps in 1987 th is gap 
will begin to close. 
The construction industry appears to have 
experienced a spate of se l l -o f f s and 
management buy-outs over the l a s t 
three months. Top of the l i s t is 
FJC Lilley, a group s t i l l trying to 
find i t s feet following the financial 
rescue plan implemented l a s t year by the 
bank and leading shareholders. Part of 
the plan involved the disposal of five 
subsidiar ies not f e l t to be part of the 
group's core act ivi t ies, and four of 
these have now been sold. In late 
Februa ry L i l l e y ' s p l a n t h i r e 
business was sold to Hewden Stuart 
for £8.5m, and in March two quarry 
firms went to Tarmac for £7m. Charcon 
Tunnels, manufacturers of tunnel linings, 
has also been sold (for £6.5m) leaving 
only the small firm of Wilson Pipe 
Fittings. 
Full year losses to 31 January 1987 were 
reported at £50.4m before tax and the 
divestments mentioned above, along with 
f u r t h e r r a t i o n a l i s a t i o n of L i l l e y ' s 
in ternat ional business, are expected to 
help the company back towards profit this 
year. 
Next come two management buy-outs . 
Glasgow-based indus t r ia l conglomerate 
Grampian Holdings have sold Clachan 
Const ruc t ion to i t s management for 
£106,000, leaving Grampian with no 
interests whatsoever in construction. At 
the same time the local management of 
builders' merchants Sankey (Scotland) have 
bought the Scott ish operation from the 
parent company for an undisclosed fee. 
The company wi l l continue to be run from 
Edinburgh. Finally Christian Salvesen, 
one of the la rges t privately-owned firms 
in Scotland, has at l a s t moved completely 
out of housebuilding. Salvesen Homes 
(Lancashire), the f i f th and l a s t of the 
group's builders, has been sold to Redrow 
Developments of Wales for around £7m, 
bringing to £50m the total raised from the 
disposal of a l l five companies. 
Not a l l Scott ish construction firms are 
se l l ing off par ts of the i r operations, 
however. By contrast G A Group, i t s e l f 
the r e su l t of a management buy-out from 
Bovis in 1984, has acquired the Midlands-
based Mac-Jordan Construction. This i s 
GA's f i r s t venture i n t o the English 
market. 
Energy 
OIL AND GAS 
North Sea output rose sharply between 
December 1986 and January 1987, but 
dec l ined t h e r e a f t e r to give a Royal 
Bank/Radio Scotland o i l index value of 
£154.8 (1980 = 100) for March, which 
crude. Output in March '87 was some 6.3$ 
lower than i t had been in March '86. 
In February, the p r i c e of North Sea 
cargoes for April delivery f e l l below 
$16pb because of claims that OPEC members 
were producing up to 0.7mbpd more than 
their agreed December ceiling. However, 
more recent evidence has indicated tha t 
OPEC output in March and early April was 
somewhat below the c e i l i n g and the 
consequent re-firming of prices gave an 
average March price for North Sea crude of 
$17.8pb. The daily value of North Sea 
oil production during March was £29m. 
Further evidence of the dramatic downturn 
in offshore activity on the UKCS las t year 
was obtained in the announcement that the 
va lue of o r d e r s r e c e i v e d by UK 
construction yards in the f i r s t nine 
months of 1986 was £300m a fal l of almost 
half from the equilvalent period in 1985. 
Comparing the same periods, development 
dril l ing expenditure in the North Sea fel l 
from £250m to £75m. However, taking a 
more optimistic view of UKCS prospects in 
the longer term, 84 o i l companies 
submitted bids for exploration acreage in 
the r e c e n t ten th offshore d r i l l i n g 
licensing round. Most interest was shown 
in areas around the Moray Fir th and the 
southern North Sea (gasfields). The 
government are expected to award between 
50 and 60 new licences. 
In a bid to s t imulate renewed ac t iv i ty 
offshore, and hence provide a boost to the 
ailing oil-related supplies industry, the 
government introduced some new o i l tax 
concessions in the March Budget. The tax 
r e l i e f s on o i l research have been widely 
welcomed as they could lead to a 
significant enhancement of indigenous UK 
capability in oil technology, essential if 
UK companies are to compete effectively in 
global offshore markets. However, by 
their nature, any such benefi ts wi l l 
accrue in the long-term rather than a t 
present. The second tax change, which 
a l lows 10% of qualifying development 
expenditure on new f ie lds to be offset 
against exist ing Petroleum Revenue Tax 
l i a b i l i t i e s , i s designed to bring more 
immediate benefits to offshore activity. 
Most industry representatives and analysts 
appear to feel tha t t h i s tax concession 
could bring forth a number of new f ie ld 
developments which are presently on the 
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margin of economic v i ab i l i t y . However, 
a l l are agreed tha t the most valuable 
inducement to renewed activity on the UKCS 
would be an extended period of o i l price 
stabili ty a t around $l8-$20pb. 
Finally, in March the government announced 
as part of i t s p r iva t i sa t ion policy that 
i t would s e l l i t s remaining BP shares 
during f inanc ia l year 1987/88. The 
government currently holds 32% of BP's 
stock with an estimated value of £4.7 
b i l l i on . BP i s , of course, one of the 
world's o i l 'g iants ' : i t s 1986 Accounts 
show that the company had a total turnover 
of £27 b i l l i o n in that year and that i t 
employed 127,000 people, 29,000 of whom 
were in the UK. 
COIL AND OTHER fflEBGT 
A 10% fa l l in the index of production for 
coal and coke in Scotland was registered 
in the thi rd quarter of 1986 (bringing 
down the index from 56 to 51). In the UK 
as a whole, only a marginal 1% fa l l was 
reported as the index f e l l from 79 to 78. 
The Scottish index now stands at only the 
same level as in the second quarter 1985, 
the period immediately following the end 
of the miners' strike. 
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After a 7J r i s e in the Scott ish index of 
production for other energy and water 
supply between the f i r s t and second 
quarters of 1986, the la tes t index shows a 
6% fal l , to 115 from 123. This contrasts 
markedly with the UK index which rose by 
2% from 134 to 137. One of the l ikely 
explanations for this i s the influence of 
North Sea o i l and gas production in the 
Scottish index. 
Other energy b water supply output 
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By the time the next Quarterly Economic 
Commentary is produced the Torness Nuclear 
Power Stat ion should be generating i t s 
f i r s t units of electricity. Seven years 
in the building, the s ta t ion has not been 
subject to the cost over-runs and design 
delays experienced by i t s Advanced Gas-
cooled Reactor (AGR) p redecesso r s ; 
Dungeness B, Hunterston B, Hinkley Point 
B, and Heysham B. Only a minor technical 
problem with the coolant rods delayed the 
start-up beyond the beginning of 1987 and 
thus meant the s ta t ion did not s t a r t to 
generate early. All-in-all Torness will 
have cost the SSEB £1,870m, a capital cost 
which will eventually have to be recouped 
from the Board's 1,654,759 (as at 31 March 
1986) customers and, to do so, the station 
will have to provide a steady base load of 
low-cost e l e c t r i c i t y for the Scott ish 
grid. Nuclear power, in terms of unit 
pr ice, i s cheaper than other combustible 
forms of e l e c t r i c i t y generation and thus 
provides an a t t r ac t i ve option for large 
scale industrial users. The provision of 
such cheap energy was undoubtedly a major 
consideration in the decision to locate 
the new, energy-intensive, Finnish-owned 
pulp mill at Irvine and the existence of a 
secure, r e l i ab l e supply i s a magnet for 
e lectronic component manufacturers. i t 
may well be the precursor of other large 
i n d u s t r i a l developments in Scotland. 
Once Torness i s running a t ful l power 
between 50%-60% of Scottish e l e c t r i c i t y 
wi l l be supplied from nuclear s ta t ions -
compared with only 15% in the pre PWR 
programme CEGB area. 
All the disadvantages of nuclear power eg 
radioactive waste, fear of a reactor 
meltdown e t c , a re of major concern. 
However, so i s the potential to provide 
cheap e l e c t r i c i t y to the commercial, 
25 
cheap e l e c t r i c i t y t o the commercia l , 
d o m e s t i c , and i n d u s t r i a l s e c t o r s of 
Scotland and thus enhance our competitive 
posi t ion v i s - a - v i s the r e s t of the UK and 
the r e s t of the wor ld . The evidence for 
AGR o p e r a t i o n so f a r p o i n t s t o an 
excel lent safety record and, in the past 
few y e a r s , t o a superb record in te rms of 
system load . S c o t t i s h i ndus t ry w i l l 
warmly welcome Torness. 
According t o t h e 1979 S c o t t i s h i n p u t -
output t ab l e s , 45.2% of e l e c t r i c i t y output 
went d i r ec t l y t o other indus t r i a l sectors 
in the form of intermediate demand. The 
e leven s e c t o r s which accounted for more 
t h a n 1% o f e l e c t r i c i t y s a l e s 
(approximate ly £7m in 1979 p r i c e s ) a r e 
shown in the t ab l e . 
M j^cr industrial and final d a m ) users of 
electricity in SooOani 1979 
ftrp. of total 
Total Prep, of industry in-
sales d e c . sales puts accanted 
Industry 
Agriculture 
Coal and coke 
Electricity 
Ferrous metals 
aluniniuii 
Basic chemicals 
General chemicals 
Spi r i t s & whid<y 
Vtiolesaling 
Retailing 
Mater trades 
Hotels & catering 
(fin) 
10.5 
9.M 
11.0 
38.4 
28.1 
12.2 
8.1 
12.7 
33.9 
13.6 
15.0 
to industry 
1.4% 
1-36 
1.5% 
5.3% 
3.9* 
1.7% 
1.1% 
1.7% 
4.7% 
1.9% 
2.1% 
for by e l 
0.91 
2.9* 
1.5% 
5.0% 
7.HJ 
3.4% 
0.8% 
1.4% 
2.7% 
2.3? 
1.7% 
These eleven sectors (including sa les of 
the e l e c t r i c i t y industry to i t s e l f during 
generation) accounted for £192.9m, or 
26.6% of the sa les of e l e c t r i c i t y 
generated in 1979 ( f ina l demand sectors 
such as consumption (42.0%), government 
consunption (5.9%), investment (4.4%) and 
exports t o the r e s t of the UK (2.4%) make 
up a fur ther 54.7%). Since then the 
recession of 1980-82 has b i t t en deep and 
major customers have been l o s t in coal and 
coke (with the c losure of p i t s such as 
Bogside, Cardowan, Polkemmet, and 
Frances), metals and aluminium eg 
Invergordon, the Garnock Valley and 
Gartcosh, and the whisky industry . 
Nevertheless, despi te these major 
i ndus t r i a l losses e l e c t r i c i t y s a l e s , for 
b i l l i o n un i t s in 1986; to be prec i se , 18.8 
b i l l i o n un i t s - 0.3 b i l l i o n more than in 
1979. In comparison with 1985, the two 
main areas of increased demand were the 
domestic sector +9.2% ( to 7,676 mil l ion 
uni t s ) and the indus t r i a l sec tor , +6.0% 
(to 6,263 mil l ion u n i t s ) . These f igures 
do not so much point to a major revival in 
the Scot t i sh economy, although steady 
growth has been regis tered over the few 
years to 1986, but to the success of the 
SSEB and NSHEB in capturing markets and 
keeping pr ices low. The indus t r i e s shown 
in the t ab le above a re , by any standards, 
fa i r ly energy-intensive and, despi te 
conservation and energy efficiency e f for t s 
over the l a s t few years , remain so ( to 
ferrous metals and aluminium and basic 
chemicals energy represents more than 5% 
of t h e i r input c o s t s ) . The importance of 
low cost energy supply should not be 
underestimated and, in the coming f ight to 
re ta in the Ravenscraig steelworks, low-
cost nuclear and other power w i l l be a 
major argument proferred to r e t a in the 
p lant . 
In the UK as a whole, 8-10 new power 
s t a t ions wi l l be needed by the end of t h i s 
century. However, a l l of these s t a t i ons 
wi l l be b u i l t in the CEGB area s ince , i f 
anything, Scotland wi l l have an over-
capacity of po ten t ia l e l e c t r i c i t y 
generation for the foreseeable fu ture . 
To t h i s end i t has been announced t ha t the 
o i l - f i r e d Inverkip power s t a t ion i s t o be 
put on a care and maintenance b a s i s . 
This s tep w i l l mean the 'mothballing' of 
2,400 MW of capacity and leave the Boddam 
complex a t Peterhead as the only o i l / ga s 
l i qu id - f i r ed s t a t ion in production in 
Scotland. 
The effec ts of the commissioning of 
Torness on the Scot t ish coal f ie ld remains 
to be seen. If e l e c t r i c i t y demand 
continues to grow a t present r a t e s then 
there i s l i t t l e l ikel ihood of further 
power s t a t ion closures or 'mothballing' 
and, therefore , exis t ing p i t s may be safe . 
Of more relevance, however, may be recent 
events in the national coal industry. 
The government has told Br i t i sh Coal t o 
cut p r ices by 20% in real terms by 1990. 
This would take the industry to the brink 
of commercial v i a b i l i t y as world coal 
p r i ce s , i f anything, are forecast to r i s e 
s igni f icant ly over the next few years as 
demand for imported coal in Europe and 
Japan increases . Robert Haslam, the 
Chairman of Br i t i sh Coal, has a lso s ta ted 
t h a t t he i n d u s t r y must a c h i e v e 
productivity gains in the order of 10% per 
year t o remain compe t i t i ve . These 
announcements point to further large scale 
investment in high-technology equipment at 
the new super p i t s in the Midlands and 
Yorkshire and a move towards longer shifts 
and s ix-day weeks as wi tnessed by 
developments at the newly announced Margam 
c o l l i e r y in South Wales . These 
developments do not augur well for the 
Scottish coalfield as , on the assumption 
that UK coal will not achieve major export 
market i n r o a d s , these i n c r e a s e s in 
productivity are l ike ly to r e su l t in a 
substantial over supply of coal during the 
next few years. Nevertheless, a £10m 
investment programme for a new coal face 
at Seafield colliery in Fife was announced 
t h i s month. Despi te t h i s , however, 
markets for Bri t ish Coal are t igh t , the 
Board exported only 2.7 million tonnes in 
1986 compared with 7.4 mill ion tonnes in 
1982. In Scotland, the home market i s 
dominated by power station demand which, 
because of Torness, i s unlikely to grow in 
the foreseeable future. Furthermore, 
penetration into the industrial sector has 
been extremely slow. 
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The gloomy news on drink and tobacco 
contained in previous versions of the 
index of production continues in the third 
quarter . At 73 the index i s s l ight ly 
down on the revised second quarter ' s 
figure, and i s the lowest quarterly level 
of output recorded s ince 1984. In 
contrast with the food sector, drink and 
tobacco output in Scotland i s s t i l l 
running more than 20 points below the UK 
index. 
Without major new investment or a 
substantial market extension Scottish coal 
w i l l not only be faced with s t rong 
competition from imports (which have 
increased from 4 million tonnes in 1982 to 
10.6 million tonnes in 1986) but also from 
competing UK coalf ield supplies. The 
p o t e n t i a l for market widening and 
deepening in the future looks decidedly 
poor. 
Manufacturing 
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FOOD DRUK AND TOBACCO 
The indices of production for the food, 
drink and tobacco industries showed l i t t l e 
change in the third quarter of 1986. The 
index for the food industry stood a t 104, 
one point up on the previous quarter , but 
4 points below the corresponding quarter 
in 1985. Production in th i s sector in 
Scotland has been fa i r ly steady over the 
las t two years, very much on par with the 
UK as a whole. 
However, the news from the la test Scottish 
Business Survey i s very different . The 
January edi t ion of the survey showed a 
degree of optimism, and the la test (April) 
edit ion i s probably the most opt imis t ic 
yet. The overall level of optimism has 
risen among responding companies, with a 
balance of 11J of respondents claiming to 
feel happier about the general business 
s i tua t ion than they did three months 
ea r l i e r . The improvement in both new 
orders and o v e r a l l s a l e s which was 
anticipated in the January Survey did 
indeed materialise, and rather more firms 
appear to have experienced growing order 
27 
books than expected. Encouragingly, this 
trend i s expected to continue during the 
p resen t q u a r t e r , wi th fu l ly 70S of 
surveyed firms expecting a r i se in new 
orders and only 12% ant ic ipat ing a f a l l . 
As with previous Surveys the main boost to 
both new orders and total sales volume is 
expected to come from exports, while the 
home market remains very s lugg i sh . 
Employment news i s not qui te so br ight , 
however. More f i rms experienced a 
decline in employment than an increase 
during the f i r s t three months of 1987, 
despite opt imis t ic expectations to the 
contrary expressed in the January survey. 
However, t h i s trend i s not expected to 
continue, with a c lear balance of 19? of 
respondents ant ic ipat ing a r i se in to ta l 
employment between April and June. As 
b e f o r e , t h e p r o s p e c t s for f emale 
employment are considered better than for 
male. 
In recent Commentaries much has been made 
of a c q u i s i t i o n among the "top ten" 
companies in the UK packaged grocery 
trade. I t comes as a refreshing change, 
therefore, to report news of a Scott ish 
company which has ambitious expansion 
plans of i t s own. Dundee-based William 
Low announced in April plans to spend a 
total of £40m on an expansion programme in 
both Scotland and the North of England. 
The plans involve nine new stores in 
Scotland and six in England, as well as a 
massive expansion to the Gateshead 
distribution centre. The English part of 
the development i s centred on the Law's 
chain of Gateshead, acquired by Wm Low, 
and i s a testament to the group's desire 
not to l o se touch with the major 
mult iples . I t should be recognised, 
however, that Wm Low will remain firmly in 
the second division of supermarket chains 
in the UK, far below g i a n t s l i k e 
Sainsbury, Tesco, Dee Corporation, Asda 
and Argyll. Nevertheless, this expansion 
i s expected to create around 2,000 very 
welcome full and part-time jobs, 1,200 of 
them in Scotland. 
But not a l l the news in the food sector is 
good news. Dee C o r p o r a t i o n i s 
rationalising i t s retailing act ivi t ies in 
Scotland following i t s acquisi t ion l a s t 
year of the Fine Fare Group. Dee have 
closed six of there Shoppers' Paradise 
stores in Scotland and sold eleven more to 
CJ Lang of Dundee, a t the cost of 40 jobs. 
This led to th rea ts by USDAW to ca l l 
s t r ike action in the Shoppers' Paradise 
s tores , and even to ba l lo t a l l USDAW 
members in the 63 Fine Fare s tores in 
Scotland about a possible str ike. 
Other workers fighting for their jobs are 
the 500 staff a t the CPC food-processing 
plant in Paisley, where the American 
p a r e n t company a r e s e e k i n g 150 
redundancies. The management argue that 
if a proposed four-year investment plan 
worth £10m is to succeed there has to be a 
further cut in the workforce. The unions 
take the view that having seen employment 
a t the former Brown & Poison plant f a l l 
from 1,200 in 19-80 to 500 now they are 
not prepared to accept any further job 
losses. 
Following the recent spate of takeover 
ac t iv i ty in brewing, which has had a 
significant impact on Scotland, i t would 
appear that the brewing industry i s in 
reflective mood. The background to this 
bout of introspection is the fact that the 
overall UK market for beer has never 
really recovered from the recession of the 
early 1980s; indeed, beer consumption fe l l 
f ract ional ly in 1986 to 38.1 m i l l i o n 
b a r r e l s (from 38.2) according to the 
Brewers' Society, while overall alcohol 
consumption in the UK f e l l a fu l l 13% 
between 1981 and 1985. So concerned 
about th i s s i tua t ion i s the Br i t i sh beer 
industry tha t an attempt was apparently 
made to persuade Nigel Lawson to reduce 
the duty on beer in the budget, a 
suggestion which even the generously-
minded Chancellor was i l l -d isposed to 
contemplate. 
In teres t ingly , the response of the beer 
industry in Scotland to a 20? decline in 
sales since 1980 has been to go on the 
offensive, claiming that people should be 
made more aware of the contribution which 
brewing makes to the Scottish economy. 
Some of the figures quoted in the Brewers' 
Association of Scotland report do indeed 
make impressive reading: the industry is 
d i rec t ly responsible for 10,000 ful l and 
part- t ime jobs in Scotland, contributed 
£1m per day in duty to the Exchequer, and 
wi l l spend around £15m in 1987 building 
new pubs and refurbishing exis t ing ones. 
While th i s i s useful drum-beating on the 
industry's behalf i t i s difficult to t e l l 
j u s t how much of t h i s report i s rea l ly 
designed to impress outs iders , and how 
much is actually for the consumption of a 
28 
rattier nervous industry which i s more than 
a l i t t l e concerned both about d e c l i n i n g 
s a l e s and about t h e r a p i d l y changing 
pat tern of ownership in the indust ry . 
WHISKY 
In k e e p i n g w i t h t h e s l i g h t l y more 
o p t i m i s t i c a t t i t u d e p r e v a l e n t i n t h e 
i ndus t ry of l a t e , the f i g u r e s for whisky 
p r o d u c t i o n make f a i r l y e n c o u r a g i n g 
r ead ing . Tota l p roduc t ion for 1986 was 
264.9m l i t r e s of pure a lcoho l (LPA), up 
1.7J on 1985. While t h i s p r o g r e s s i s 
modest, i t does i l l u s t r a t e the continuing 
recovery of the industry; the 1986 f igures 
mark the t h i r d s u c c e s s i v e year of ou tpu t 
growth, and p roduc t ion i s now a t i t s 
highest level since 1981. 
trying to reduce the burden of taxation on 
t h e i n d u s t r y and s h o u l d end t h e 
d i s c r i m i n a t o r y way in which whisky i s 
t r e a t e d f o r t a x a t i o n p u r p o s e s . The 
i n d u s t r y does have a p o i n t , in t h a t the 
s t o c k - i n t e n s i v e n a t u r e of i t s production 
means t h a t the e f f e c t i v e r a t e of income 
tax paid by whisky firms can be as high as 
45J compared w i t h around 39? for o the r 
manufac turers and i t i s t r u e t h a t exc i se 
duty and VAT c la im t h r e e - q u a r t e r s of the 
p r i c e of a b o t t l e of whisky compared t o 
40% of t h e p r i c e of a p i n t of b e e r . 
While obvious ly sympathet ic (excise duty 
l a s t r o s e in 1985, and even then by only 
10p per b o t t l e ) Mr Lawscn has shown no 
sign of r a t i ona l i s ing the method of taxing 
a l c o h o l i c d r i n k s and d e s p i t e repea ted 
c a l l s from t h e i n d u s t r y t h e r e i s no 
i n d i c a t i o n t h a t he p l ans t o do so i f the 
government i s returned for a th i rd term. 
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However, increased production i s of l i t t l e 
use u n l e s s t h e product can be s o l d , and 
here the news i s ra ther l e s s encouraging. 
F o u r - f i f t h s of a l l whisky s a l e s a r e 
exports , and a t 33.15m LPA whisky exports 
for the f i r s t two months of 1987 a r e a 
f u l l 7? down on the cor responding per iod 
l a s t year. All i s not l o s t , however; the 
s t rong e xpo r t performance recorded in 
1986 was la rgely due to a good performance 
in the second h a l f of the year , which the 
i ndus t ry w i l l d o u b t l e s s be hoping for 
again. 
Desp i t e the unusual s t e p taken by the 
Chancel lor i n the Budget i e t o forego 
i n c r e a s e s i n d u t i e s and e x c i s e on 
alcoholic drinks, the industry i s unhappy 
wi th Nigel Lawson. Ins tead of doing 
no th ing , t h e Scotch Whisky Assoc ia t ion 
c l a ims t h a t the Chancel lor should be 
In the l a s t Commentary the f a i lu re of the 
Japanese to make s u i t a b l e p r o v i s i o n s for 
t h e e n d i n g of d i s c r i m i n a t i o n a g a i n s t 
imports of Scotch whisky was highlighted 
and the m a t t e r was subsequently referred 
to GATT. The whole matter i s , of course, 
now par t of a much larger campaign against 
discriminatory t a c t i c s by Japan, with both 
the EEC and the United S t a t e s t ak ing 
leading ro les . The threa t of an a l l -ou t 
trade war with Japan i s a serious one for 
a l l p a r t i e s , not l e a s t the Scotch whisky 
i n d u s t r y ; Japan i s the t h i r d l a r g e s t 
export market for Scotch, and the industry 
would have much t o l o s e from a round of 
t i t - f o r - t a t r e t a l i a t i o n s on t r a d e 
r e s t r i c t i o n s . The v i s i t t o Japan by 
Consumer Affairs Minister Michael Howard 
was g e n e r a l l y seen as a f a i l u r e , to the 
e x t e n t t h a t no f i r m a g r e e m e n t s were 
reached on opening up the Japanese market 
t o UK goods to a g r e a t e r e x t e n t , and t h i s 
l ack of success placed the d e l i b e r a t i o n s 
of GATT under t h e s p o t l i g h t as fa r as 
whisky i s concerned. At the t ime of 
w r i t i n g no d e c i s i o n has been reached by 
GATT. 
I t i s now c l e a r t h a t t h e r e a r e two 
p a r a l l e l , but s e p a r a t e , Guinness sagas 
unfolding. The f i r s t , of course, re fers 
t o t h e c o n d u c t of t h e t h e n G u i n n e s s 
management and i t s aftermath. Much more 
i n t e r e s t i n g from the i n d u s t r y ' s po in t of 
view i s the re-emergence, Phoenix-like, of 
a new Guinness top management from the 
ashes of the o ld . The appointment of 
Anthony Tennant a s ch ie f e x e c u t i v e won 
w i d e s p r e a d a p p r o v a l from w i t h i n t h e 
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industry, where Mr Tennant i s recognised 
as being largely responsible for the 
success of IDV under the aegis of Grand 
M e t r o p o l i t a n . Coupled w i t h t he 
confirmation of Sir Norman Macfarlane as 
chairman for the next two years Guinness 
suddenly appears to be bu i l t on much 
stronger management foundations. 
Early in April the new management team 
made i t c lear tha t they saw Guinness 
continuing to develop as a major drinks 
company, and as a r e su l t many of the 
group's non-drink subsidiar ies are to be 
divested. The best known of these are 
the Martin's newsagent chain and the R 
Gordon Drummond pharmacy ou t l e t s . The 
Martin's group also includes the Scottish 
newsagents R S McColl, casually acquired 
by Ernest Saunders in 1985 whi le he 
happened to be in Scotland buying Arthur 
Bell . The se l l -o f f s are expected to 
ra ise about £130m, money which Guinness 
may well require before the Saunders 
a f f a i r i s concluded. Not a l l of 
Guinness' non-drink operations are being 
so ld , however. Among those being 
retained are Gleneagles Hotel and the 
famous Book of Records. 
Sir Norman Macfarlane s t i l l bears the 
burden of being cast as the man who w i l l 
prevent c o n t r o l of what used to be 
D i s t i l l e r s slipping further to London. 
So far , these hopes appear to be based on 
just two facts. First , the full Guinness 
board met in Edinburgh for the f i r s t time 
in February, and second Landseer ' s 
"Monarch of the Glen" has been repatriated 
to D i s t i l l e r s ' Edinburgh headquarters. 
Only the extreme sentamental is t would 
attach any importance to the second of 
t h e s e , and even the impact of board 
meetings in Scotland wi l l be l imited 
unless accompanied by a t ransfer of real 
power north of the border. So far there 
i s l i t t l e to indicate that such a transfer 
will occur. 
When Scot t ish & Newcastle Brewers sold 
t h e i r Charles Mackinlay & Co whisky 
i n t e r e s t s in 1985, p a r t of the deal 
involved S & N taking a 14.7% stake in the 
purchasers, Invergordon Dis t i l le rs . In 
April most of t h i s shareholding was sold 
as part of a reorganisation of S & N's 
portfolio of shares, and the brewing group 
has now reduced i t s i n t e r e s t in 
Invergordon to 4.7%. S c o t t i s h & 
Newcastle say the cash real ised by the 
sale i s needed for investment within the 
group. 
Finally, Highland Dist i l lers continues to 
make good progress, especially with The 
Famous Grouse. In the half-year to end 
of February pre-tax prof i t s rose 22% to 
£6.12m, and sales rose from £59 to £66.2m. 
The Famous Grouse i s now estimated to have 
jus t under one quarter of the Scott ish 
market for blended whiskies, well ahead of 
Whyte & Mackay and Bell 's . In the UK 
Grouse l i e s at number three behind Bell's 
and Teacher's Highland Cream. 
METAL INDUSTRIES 
UK s t e e l product ion averaged 323.4 
thousand tonnes per week in the f i r s t 
quarter of 1987. This cons t i tu tes an 
increase of 6.5% over the same period las t 
year and comes a t a time when v i r tua l ly 
al l other OECD countries recorded marked 
declines in s teel output. In terms of 
p r o d u c t i o n , t h e UK e x p e r i e n c e d a 
r e l a t i v e l y successful year in 1986. 
Crude s tee l output f e l l by 5.8% in the UK 
which i s l e s s than the decline recorded 
for most o ther OECD and EEC s t e e l 
producing nations. 
This buoyancy is reflected in the Scottish 
industry where manned capacity i s being 
extensively utilised. The f i rs t quarter 
of 1987 saw s tee l output a t Ravenscraig 
average 40,000 tonnes per week. This 
performance was bettered in April by a 
weekly average of over 42,000 tonnes. 
The order posit ion i s said to be healthy 
sugges t ing t h a t p l an t loading w i l l 
continue a t these high leve ls over and 
beyond the next quarter. At present, 15-
20% of slab output i s accounted for by 
exports. This remains a source of some 
concern to the Motherwell workforce 
because of the lower value added component 
of semi finished products and the tendency 
for such markets to be characterised by 
keen price competition and consequent low 
margins. Tne Dalzell plate mill which is 
supplied by Ravenscraig i s also heavily 
loaded a t present. Dalzell has traded 
profitably over the l a s t six months and 
the emerging recovery in North Sea 
ac t iv i ty detected by the recent Scott ish 
Business Survey provides further grounds 
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for short-term optimism. The prospects 
for the Tubes Division's Clydesdale Works 
a t B e l l s h i l l remain uncertain. This 
plant relied heavily on the North Sea pipe 
market which t radi t ional ly accounted for 
75J of output. Demand for t h i s product 
is increasing slowly as North Sea activity 
recovers from las t year's price collapse. 
However, there remains some question as to 
whether demand wi l l ever be restored to 
the levels experienced in the early 1980s. 
Clydesdale possess efficient electric arc 
steelmaking f a c i l i t i e s and state-of-the-
a r t continuous casting equipment. In 
addition the finishing end at Imperial is 
both modern and competitive. The plant's 
major weakness i s the rolling mill which 
requires to be upgraded in the medium 
term. At the moment there appears l i t t l e 
likelihood that such major investment can 
be justified without a substantial return 
on marketing strategy for the plant. 
Although the short-run prospects for the 
Scott ish s tee l industry are currently 
be t te r than a t any time since the early 
1980s none of the concern voiced in 
previous Commentaries has diss ipated. 
The out look for the European s t e e l 
industry cannot be considered bright and 
EEC Industry Ministers appear ready to get 
tough with producers over the issues of 
financial losses and excess capacity. At 
the moment market conditions for the vast 
majority of Community steel producers are 
particularly adverse. In aggregate, non 
OECD c o u n t r i e s cont inue to i nc rease 
capacity and output above present and 
projected levels of consumption rendering 
prices weak in many overseas markets and 
undermining the effor ts of Community 
producers to s t ab i l i s e prices in home 
markets. This trend has been exacerbated 
by the continuing weakness of the dol lar 
against a l l major European currencies. A 
lower dollar benefits European steelmakers 
because raw materials such as coke, o i l 
and iron ore are priced in dollars and are 
therefore cheaper in terms of the home 
currency. However, export revenue when 
translaed into marks, francs, guilders etc 
declines in the absence of an ab i l i t y to 
raise prices. Many Community producers 
have responded to declining export revenue 
by competing aggressively with each other 
in an attempt to use production quotas to 
the ful l for sa les within EEC markets. 
This has resulted in weak prices in many 
Community markets and poor financial 
performance across much of the European 
steel industry. 
The Dutch s t e e l m a k e r Hoogovens, 
u n i v e r s a l l y regarded as a market-
competitive producer, recorded losses in 
1986 and was forced to implement a 40% cut 
in dividend. In West Germany firms' 
steel act ivi t ies are mainly in the red and 
many major producers are undertaking 
rationalisation programmes. The same is 
true in France where the state-owned 
Usinor and Sacilor groups posted losses 
to ta l l ing £1.25bn and are to be merged, 
retrospectively, in order to faci l i ta te a 
more coherent res t ructur ing. In I t a ly , 
the nationalised Finsider unveiled higher 
than expected losses for 1986 and i s 
proceeding with a strategy of closure, 
divestment and re-organisation in the 
t e e t h of c o n s i d e r a b l e p o l i t i c a l 
difficulty. Most companies do not expect 
1987 to be much bet te r although some of 
the current losses re f lec t extraordinary 
expenses r e l a t e d to r a t i o n a l i s a t i o n 
programmes. In general the performance 
of plants and companies special is ing in 
f l a t products tend to be be t te r than for 
other types of steel output. 
Against t h i s background, the European 
Commission has been endeavouring to seek 
agreement on further steps to l i b e r a l i s e 
Community s teel markets. The ul t imate 
objective of the EEC i s to bring supply 
and demand for steel products into balance 
in free markets, at prices commensurate 
with commercial rates of return on assets 
employed. The Davignon plan, which 
terminated in December 1985, failed to 
achieve this and the Commission estimate 
t h a t overcapaci ty in 1990 w i l l be 
somewhere between 22 and 30 million tonnes 
of potent ia l l iquid s teel output. The 
new arrangements implemented in January 
1986 forbid opera t ing and investment 
subsidies but re ta in price and volume 
controls for many steel products. The 
quota system allocates production levels 
to individual producers on the basis of 
h i s to r i ca l output levels in the l a t e 
1970s. The size of the quota i s varied 
according to prevailing market conditions 
and i t w i l l surprise no-one that the EEC 
has cut back quota levels for the second 
quarter of 1987. This system of quotas 
has two main disadvantages. F i r s t ly 
being based on h i s to r i ca l performance, 
they are quite arbitrary and discriminate 
against producers such as BSC who were 
experiencing difficulties in the period on 
which the quotas are based. Secondly, 
they a re r e l a t i v e l y i n f l e x i b l e and 
guarantee inef f ic ient producers market 
share. Thus the quota system mi l i t a t e s 
against competitive steelmakers grabbing 
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bigger markets and sending the inefficient 
to the wall. 
The arrangements legislating for the quota 
system are due to f a l l a t the end of t h i s 
year. With the exception of Hoogovens 
and a few of the smal l e r m i n i - m i l l 
producers, mainly in I t a ly , a l l of the 
Community's steelmakers are against a 
hasty demise of quotas. Since l a s t 
autumn, the EEC has sought to negotiate 
capacity reductions with Eurofer, the 
Community steelmakers ca r t e l , in return 
for a slower than envisaged transition to 
a l ibe ra l i sed market. Eurofer engaged 
consultants Peat Marwick to trawl the 
industry and identify capacity reductions 
which i n d i v i d u a l producers might be 
inclined to undertake. Several versions 
were informally presented by Eurofer, none 
of which proved a d e q u a t e t o t h e 
Commission. The final version, presented 
on 1 March outlined 15.26m tonnes of 
annual production which producers would 
voluntari ly close by 1990. This was 
dismissed by the Commission largely on the 
b a s i s of the pauc i ty of r educ t ions 
determined for hot-rol led coil and str ip 
production. At t h i s stage two strands 
emerged which caused considerable anxiety 
within the Scot t ish s t ee l lobby. F i r s t 
i t was revealed tha t an early version of 
the Eurofer proposals had indeed contained 
a 3.7m tonnes voluntary cut in s t r i p 
production a t the behest of BSC, amongst 
others. Secondly, two highly placed EEC 
o f f i c i a l s , Commissioners Narjes & 
Sutherland were to v i s i t London prior to 
the March 19th Industry Ministers meeting 
to discuss the prospect of plant closures 
in the UK. 
Concern over these m a t t e r s was not 
misplaced. BSC have publicly signalled on 
several occasions their strong opposition 
to unduly q u i c k l i b e r a l i s a t i o n . 
Furthermore, BSC have a comparatively high 
market share w i th in the UK and are 
currently engaged in a series of European 
a c q u i s i t i o n s to f a c i l i t a t e g r e a t e r 
competitiveness in continental markets. 
For these reasons the BSC board i s 
unlikely to welcome liberalisation at this 
time and i t was f e l t tha t they would 
sacr i f ice Ravenscraig to prevent t h i s . 
The UK Government, whilst being committed 
to free markets in s tee l products, has 
been under considerable pressure from 
BRISCC, the s teel consumers' pressure 
group, and from right wing backbenchers to 
move d e c i s i v e l y on surplus capacity, 
import d u t i e s and p r i c e and volume 
regulat ions. However, since November, 
Trade & Industry ministers have been 
unanimous in the public view tha t the UK 
had borne more than i t s f a i r share of 
closures and redundancies in s t ee l . In 
the end the government would not sanction 
UK s t r i p m i l l r educ t ions and under 
pressure from opposition parties, stood by 
the 3-year moratorium on Ravenscraig. 
On 19 March, faced with deter iora t ing 
f i n a n c i a l pe r fo rmance and h i g h l y 
unfavourable market conditions for steel, 
the Council of Industry Ministers met to 
consider the Eurofer proposals. The 
Ministers took the view tha t the Eurofer 
measures were not great enough to correct 
the imbalances in Community markets over 
the period un t i l 1990 and instructed the 
Commission to exact further sacr i f ices 
from producers. I t is believed that this 
tough l ine w i l l r esu l t in an arrangement 
whereby steelmakers posting losses will be 
forced to submit res t ructur ing plans in 
return for protection from cred i to rs . 
This i s s imi lar to the US bankruptcy 
procedures. In addition, the Commission 
were i n s t r u c t e d to br ing forward a 
proposal for the financing of social and 
economic measures to offset the impact of 
s teel closures. The producers view i s 
that the respective states should meet the 
whole of these costs . The outcome of 
these negotiations wil l clearly affect the 
willingness of steelmakers to contemplate 
closure of large integrated complexes. 
I t i s thought likely that if agreement can 
be reached on restructur ing and social 
issues tha t the quota system wi l l be 
extended for cer ta in products beyond the 
December 1987 deadline. The Commission 
is due to report to Industry Ministers on 
these matters at the Council meeting on 1 
June 1987. 
The outcome of t h i s meeting could have 
considerable influence on the Scott ish 
s teel industry. If price and volume 
controls are swept away, a period of 
intense price competition wil l ensue which 
would undermine p r o f i t m a r g i n s , 
p r e c i p i t a t e heavy l o s se s and i n v i t e 
massive scrapping of steel plant. No-one 
should be in any doubt tha t , in the UK, 
Ravenscraig would be an early casualty. 
Fortunately, the smart money is on a more 
genetle transition to liberalised markets, 
in which case closure and rationalisation 
wi l l be concentrated in lossmaking and 
ineff ic ient steelmaking concerns. In 
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November, BSC announced half year profits 
of £68m, af ter i n t e r e s t . As indicated 
above, BSC has maintained volume and there 
i s some evidence t ha t the Corporation's 
margins have suffered l e s s than i t s 
European rivals. Thus BSC should record 
a satisfactory profit for 1986-87 when the 
f i g u r e s a r e r e l ea sed in Ju ly . The 
Corporation has set i t se l f a target profit 
of £170 million before interest and taxes 
and i t i s en t i re ly possible that t h i s 
performance w i l l actually be bet tered. 
Clearly, any European agreement t h a t 
capacity reductions be based on financial 
performance i s good news for the Scottish 
steel industry and in the short run, there 
would appear to be l i t t l e t h r e a t to 
R a v e n s c r a i g from any l i k e l y EEC 
provisions. 
Steel markets remain highly volatile and 
uncertain. However, BSC is a competitive 
producer whose performance has been 
complemented by a favourable Deutschmark-
Pound-Dollar configuration. The major 
worry, other than a worsening of the 
t r a d i n g e n v i r o n m e n t , i s t h a t t he 
government will pursue privatisation at an 
unwise pace. BSC can be expected t h i s 
year to make prof i t s which wi l l at best, 
allow scheduled investment projects to be 
financed. There i s no prospect in the 
foreseeable future of returns sufficient 
to reward c r ed i t o r s , f inance c a p i t a l 
expenditure and provide equity holders 
with sat isfactory dividends based on a 
five integrated plant operation. To 
sustain five integrated plants BSC require 
to a t t r a c t s i g n i f i c a n t good margin 
business in Europe as i t s rivals contract 
t h e i r i n e f f i c i e n t ope ra t i ons . The 
Corporation are engaged in a policy of 
ver t ica l integrat ion in European markets 
necessary to achieve this. However, full 
financial viability is a long way off and 
any premature a t t empt to s e l l the 
Corporation would generate inevi table 
p ressu re on capac i ty . Good sense 
appeared to prevail in the UK as to the 
need to l i b e r a l i s e markets at the most 
appropriate time for the UK industry. I t 
i s to be hoped tha t the same par t ies 
appreciate that there will be appropriate 
and inappropriate times to f loat BSC in 
the equity market. 
MECHANICAL ENGINEERING 
The Scottish index of production for 
mechanical engineering stood at 75 for the 
third quarter of 1986, 7% below the level 
of the corresponding quarter of 1985 and 
31% down on 1979. Moreover, when the 
redundancies and closures which have been 
announced since October 1986 feed through, 
the index i s l ike ly to plunge even lower. 
Two recent reports reinforce this gloomy 
overview of the indus t ry . Apr i l ' s 
S c o t t i s h B u s i n e s s Survey indicated 
balances of 2%, 16% and 21% of firms 
expecting f a l l s in new orders, sales and 
employment respectively, during the second 
quarter of 1987. These figures follow a 
f i rs t quarter in which a net 49% of firms 
r e p o r t e d d e c l i n i n g employment and 
investment i n t e n t i o n s were revised 
downwards. The second report , from 
NEDO's Engineering Construction Economic 
Development Committee provides a bleak 
outlook for engineer ing employment. 
"Engineering Construction Manpower 
Requirements 1986-88" provides forecasts 
of employment levels among a sample of 
large engineering firms. The survey i s 
far from ideal as an accurate indicator of 
future employment l e v e l s in S c o t t i s h 
mechanical engineering, not least because 
i t f a i l s to d i s t i n g u i s h between the 
mechanical and e l e c t r i c a l / e l e c t r o n i c 
sectors . Nevertheless, the message is 
unambiguous. Among those firms sampled, 
employment in Scotland i s anticipated to 
fall by 46% between the second quarters of 
1986 and 1988 (excluding offshore 
employment). 
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The pr iva t i sa t ion of Rolls Royce, the 
aero-engine manufacturer, has already been 
proclaimed a success by the government and 
the City, insofar as the share offer has 
been substantialy over-subscribed, giving 
shareho lders the opportuni ty of a 
considerable capi ta l gain. Elementary 
economics would suggest that the shares 
and the company had been signif icant ly 
under-priced. The f lotat ion was helped 
by the announcement of the company's 
r e su l t s for 1986. Profit increased by 
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£40m to £120m on s a l e s of £1.7bn. 
Exports accounted for 70% of turnover with 
mil i tary and c iv i l customers being of 
almost equal importance. However, some 
of the objections to pr iva t i sa t ion were 
given added force when International Aero 
Engines (IAE), a five-nation consortium in 
which Rolls Royce holds a 30% share, lost 
the chance to share in £1.3bn of engine 
orders for the European A340 Airbus, a 
long-range j e t . IAE was unable to 
guarantee the delivery of i t s supofan 
engine by 1992 for the f i r s t 93 A340's. 
Instead the orders w i l l go to General 
Elect r ic of the USA and Snecma of France. 
These events draw at tent ion to one of 
Strathlcyde Regional Council's arguments 
against p r iva t i sa t ion . If Rolls Royce 
adheres to i t s strategy of competing in 
a l l mi l i tary and c iv i l markets - a view 
advanced by the company a t Farnbourough 
l a s t year - i t could f ind i t s e l f in 
funding trouble or forced into unwise 
col laborat ions because of the massive 
costs associated with engine development, 
some £1.5-2bn per project . i t was the 
burden of developing the RB211 engine 
which saw the company collapse in 1971. 
Given these costs, which Rolls Royce must 
i n c u r to remain i n t e r n a t i o n a l l y 
competitive, the withdrawal of government 
support as we l l as the government 's 
preference for competitive tendering in 
defence contrac ts , may jeopardise the 
company's future. These obstacles to 
success may explain why the contents of a 
management plan leaked to the unions 
include diversification into unit trusts, 
banking, food and medical care. Rolls 
Royce has two plants in Strathclyde, at 
Hillington, which manufactures components 
and at East Kilbride which is involved in 
repair and overhaul and product support 
and development. 
A second pub l i c sec to r company with 
S c o t t i s h i n t e r e s t s has a l s o been 
privatised. The Royal Ordnance factories 
which employ 17,000 people have been sold 
to British Aerospace (BAe) for £190m, some 
£50m less than the lowest quoted estimate 
of the company's value. Royal Ordnance 
i s now a wholly-owned subsidiary of BAe, 
main ta in ing i t s i d e n t i t y wi th in the 
aerospace group. There are two Royal 
Ordnance f a c t o r i e s in Scot land, a t 
Bishopton in Renfrewshire and a t Powfoot 
in Dumfriesshire. The l a t t e r i s leased 
to ICI. I t i s believed that BAe has been 
informed by i t s financial advisers that at 
least two factories will have to close and 
3,500 jobs be los t if desired prof i t 
l eve ls are to be secured. A par t icular 
threat to the Bishopton plant (as with 
R o l l s Royce) i s t he g o v e r n m e n t ' s 
competition policy. At present Bishopton 
has Ministry of Defence contracts for gun 
and r o c k e t p r o p e l l a n t s t o 1989. 
Thereafter, however, the Renfrewshire 
factory will be exposed to fierce foreign 
compet i t ion . The plant has already 
suffered the blow of job losses . In 
March i t was announced that more than 220 
of the 1,300-strong workforce would be 
made redundant. The reason for this move 
was the government's withdrawal from the 
FH70 mobile a r t i l l e r y project for which 
Bishopton would have suppl ied the 
ammunition. 
Babcock Internat ional announced pre-tax 
prof i t s of £37.1 m for 1986, a growth of 
7.5% over 1985. However, the energy 
division's contribution, where Scotland's 
interests l i e , dropped from £5m to £4.2m. 
Approval of the proposed Pressurised Water 
Reactor nuclear power station at Sizewell 
will be welcome news for the company. I t 
wi l l receive more than £100m worth of 
orders as subcontractor for the primary 
steam c i r c u i t system being supplied by 
Westinghouse of the USA. In addition, 
the company will tender for a further £50m 
worth of orders. I t i s also l ikely that 
the company will be a major beneficiary of 
the plan to build two coal-f ired power 
s ta t ions a t West Burton near Nottingham 
and Fewly near Southampton for the CEGB. 
I t was the intent ion to build new power 
s ta t ions which led the group's chairman, 
Lord King, to say that the result would be 
the recruitment of some 300 to 400 skilled 
staff at Renfrew over the next three 
years. 625 jobs have j u s t been l o s t a t 
Renfrew primarily because the orders which 
are now forthcoming were not placed 
earlier. In a report to the Secretary of 
State for Scotland, "Babcock Power, The 
Case for Government Action", Strathclyde 
Regional Council has argued forcefully 
that the choice of design for the coal-
fired stations i s crucial to the future of 
Babcock. Among the three designs the 
company has submitted i s a path-breaking 
900 Megawatt station which would place the 
firm a t the forefront of world markets. 
The fa i lu re of the CEGB to place an order 
for t h i s new system could well mark a 
missed opportunity for the UK. Finally, 
r u m o u r s c o n t i n u e t h a t Babcock 
Internat ional w i l l be the subject of a 
takeover bid, perhaps by GEC. 
The Weir Group continues to thr ive with 
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orders for the English water au thor i t i es 
and the Taiyuan thermal e l e c t r i c power 
station in China among those won over the 
l a s t three months. Weir also expects 
some £20m worth of contracts for Sizewell 
B. The company announced an increase in 
p re - t ax p r o f i t s of 67? for 1986, t o 
£15.1m. Of th i s t o t a l , £3.7m arose from 
the disposal of several of i t s business 
in te res t s during the year. Turnover 
increased from £139.8m to £148.6m. A 
£10.9m rights issue wil l allow the company 
to redeem a l l of the £10m of 10$ 
preference shares issued during the 
capi ta l reconstruction of 1981. This 
wi l l allow the Group, which already has 
balances in cash or near-cash of £20m, to 
embark on a fu r t he r programme of 
a c q u i s i t i o n s , i n c l u d i n g , p e r h a p s , 
purchases in North America. 
The ceding of control of Leyland Trucks to 
the Dutch firm Daf by the government has 
implications for the Cummins diesel engine 
plant a t Shotts which employs more than 
800 people. I t i s expected that DAF will 
produce the heavy engines for the new 
group previously supplied to Leyland 
Trucks by the Shotts plant: in 1986, 20$ 
of S h o t t s ' output went to Leyland 
Vehicles. This clearly leaves Cummins at 
Shotts in a vulnerable position given the 
massive overcapacity in the world diesel 
market. However, Cummins has announced 
an investment of £17m for Shotts with the 
production of new r a i l diesel engines to 
be located in Lanarkshire. I t appears 
that the company may, at last , be emerging 
from i t s d i f f i cu l t i e s of the l a s t 18 
months. Although i t made a net loss of 
$101.7m in 1986 the company scrambled back 
into p ro f i t ab i l i t y in the fourth quarter 
of the year, making $2.5m. Total sales 
increased by 9.5? to $2.3bn and the 
company increased i t s market share in 
North America from 56.2% to 56.5$. 
Aggressive price discounting, a depressed 
market and development costs are blamed 
for the year 's loss . 
The Glasgow-based Howden Group has 
appointed a new chairman and a new chief 
executive in a reshuffle. These moves 
follow the firm's recent d i f f i cu l t i e s 
which culminated in the announcement that 
prof i t s for the f i r s t half of 1986 had 
f a l l e n from £4.19m to £ 1.52m. The 
problems with the wind power park in 
Ca l i fo rn ia have been mentioned in a 
previous Commentary but the firm also 
suffered from the downturn in o i l 
exploration and development during 1986. 
A further blow was the decision of the 
government to pursue a pressurised water 
reactor design for Sizewell B. Howden 
had supplied the c i rcu la tors for each of 
the two previous nuclear power stations of 
the a l t e r n a t i v e advanced gas-cooled 
reactor type, at Torness and Heysham. 
The firm's difficulties are the reason for 
the new personnel but i t cannot be 
expected that these wil l prevent poor 
full-year figures for 1986. 
Turning to the o i l - r e l a t ed sector, there 
is now no hope that Kestral Marine will be 
revived and a receiver has been appointed. 
On the brighter side, Highland Fabricators 
have announced that the Easter Ross yard 
has won a £6m order from Amerada Hess for 
i n i t i a l work in converting a North Sea 
semi-submersible unit in to a floating 
production platform. The work i s to be 
completed by mid-September and will stave 
off the 200 redundancies of men currently 
working on the module support frame for 
Marathon's Brae B j a c k e t , due to be 
completed in June. A further 150 jobs 
will also be created. Lewis Offshore is 
currently competing for contracts worth 
more than £65m from the Trinidad 
Government for the Trinidad and Tobago 
National Oil Company (TRINTOC). 
Caledonian Airmotive, British Caledonian 
Group's aero-engine overhaul subsidiary 
has been sold to Aviall of Dallas, USA. 
The Prestwick operation cost Aviall £50m, 
£10m more than the rival bid organised by 
Scott ish f inancial i n s t i t u t i ons . The 
sale appears to pose l i t t l e threat to the 
320 jobs in the short-term. Bri t ish 
Caledonian w i l l continue to place i t s 
fleet engine maintenance contract with the 
Prestwick firm for ten years and Wardair 
of Canada has s igned a f i v e - y e a r 
maintenance agreement for i t s engines. 
The Engineering Council, concerned about 
t he l a c k of s u i t a b l y q u a l i f i e d 
professional engineers, has asked the 
Education Secretary, Mr Baker, to provide 
1,700 more higher education p l aces . 
These, the Council says, should be biased 
towards manufacturing systems engineering. 
The additional places provided in recent 
years have met only 40$ of the Council's 
or iginal 1984 demands. The EITB has, 
predictably, opted for a compromise over 
the funding of training. Put simply, the 
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employers' goal was a much reduced roj.e 
for the EITB whereas the unions sought an 
expansion. The outcome has been 
somewhere in the middle. The Board will 
t ighten-up the levy exemption ru les , and 
the non-returnable element of the levy 
wi l l r i s e from 0.6% to 0.8?. The Board 
has also said that i t wi l l undertake a 
consultat ion exercise to ascer tain what 
types of t ra in ing pol ic ies the industry 
wants. 
Finally, the saga of the proposed closure 
of the Caterpillar factory a t Tannochside 
continues. Briefly, the occupation of 
the plant ended af ter a meeting of the 
workforce on 26 April, following pressure 
from the AEU to return to work. At 
around the same time a potential buyer for 
part of the plant emerged. However, 
within ten days MPAT Holdings had been 
wholly discredited as an option for saving 
any of the 1,200 jobs a t the plant . The 
company has brought forward i t s or iginal 
t imetable for closure and, a t present, 
there appears to be l i t t l e hope for the 
employees. In sp i t e of the massive 
public support accorded to the occupation, 
the only party to the dispute to achieve 
a l l of i t s o r i g i n a l g o a l s i s t h e 
Caterpillar Corporation. 
quarter . Year-on-year the index has 
fal len by 6% taking the fourth quarter 
1985 to the th i rd quarter 1986 as the 
current year. Of further interest in the 
index of production are the revisions 
which have been made s ince the l a s t 
f i g u r e s (second q u a r t e r 1986) were 
released. The following table shows the 
previous and l a t e s t se r ies for the six 
quarters 1985 Q1 - 1986 02. 
Electr ica l t. instrument engineering output 
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Index of industr ia l production for 
Scotland: e l e c t r i c a l and instrument 
engineering (1980 = 100) 
According to the Engineering Industr ies 
Association, the Uddingston closure wil l 
cause, "severe problems" for 300 Scottish 
companies. I t i s not disputed t ha t the 
closure of Caterpillar will result in the 
closure of several smaller firms. Work 
carried out a t the Fraser of Allander 
Inst i tute suggests that the net, long-term 
effect of the closure wi l l be the loss of 
more than 2,500 jobs in Scotland. 
Quarter 
Series Series 
released released Actual 
7 Jan '87 16 Mar '87 diff. 
1985 Q1 
02 
03 
04 
1986 01 
02 
190 
194 
190 
190 
175 
169 
193 
200 
195 
192 
178 
171 
+3 
^ 
+5 
+2 
+3 
+2 
ELECTRONICS 
Most of the news in the old s e c t i o n 
'E lec t r i ca l and Instrument Engineering' 
was dominated by developments in the 
electronics industry. In recognition of 
this , the section heading has been changed 
to 'Electronics ' although the index of 
production for e lec t r i ca l and instrument 
engineering will continue to be reported. 
These alterations are in marked contrast 
to the revisions for the UK index over the 
same period ie increases or decreases of 
one point only in the index. the delay 
in reporting series makes comment on the 
l a t e s t index figures d i f f i cu l t in the 
f i r s t place. Major revisions such as 
those shown above make the s e r i e s 
p rac t ica l ly worthless as indicators of 
trends or turning points in economic 
activity. 
The th i rd quarter 1986 index shows an 
increase from 171 to 180, a 5% gain on the 
The April 1987 Scottish Business Survey 
reports a balance of 23% of companies who 
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are more opt imis t ic about the general 
business s i tua t ion than they were three 
months previously. This figure i s down 
13% on the extremely good January result. 
Capacity u t i l i s a t i o n in the industry has 
improved marginally from 56%~ to 62% over 
the period. 
The worrying feature in the Survey is that 
while 43$ of firms report that new orders 
are up, 43% also report tha t they are 
down. Expectations about the next three 
month period show a balance of 6$ 
expecting new orders to decrease. The 
Scott ish market i s by far the weakest 
sector and export markets by far the 
strongest sector. Total employment in 
the industry i s expected to grow in a net 
3% of f i rms but in the overwhelming 
majority, 81$, employment i s expected to 
remain stable over the spring period. 
The semiconductor agreement signed by 
Japan and the US l a s t year i s a t the 
forefront of the argument over trade 
between the two countries which has boiled 
over in the l a s t few weeks. The 
semiconductor pact was designed to avoid a 
potential trade war over unfair pricing of 
Japanese microchips in the US market as 
well as guaranteeing entry of US chip 
manufacturers1 products to the Japanese 
market. In effect , i t has resul ted in 
higher chip prices in the US, much to the 
annoyance of US computer manufacturers; 
more aggressive Japanese marketing of 
chips in Europe; an increase in "grey" 
market t r ade i e Japanese producers 
selling cheaply to third country - usually 
Asian - markets and these chips being on-
sold to the US; and an upsurge in merger 
and j o i n t - v e n t u r e a c t i v i t y between 
Japanese and American semiconductor 
manufacturers. The cause of such deep-
f e l t concern i s , of course, the major 
recession which the semiconductor industry 
has gone through since 1985. Book-to-
b i l l r a t i o s , the indicator of industry 
hea l th which measures o rders booked 
aga ins t customers b i l l ed , are r i s ing 
slowly and the heavy losses suffered over 
the l a s t two years are being reduced. 
Assessments of t h e i n d u s t r y in 1986 
suggested tha t 40% overcapacity s t i l l 
existed. As the table shows, world 
consumption of semi-conductors f e l l by 
over 17% in 1985. In real terms i t wi l l 
be 1989 before the industry recovers the 
dollar sales levels of 1984. 
World consumption of semiconductor ($m, 
current prices) 
Tear 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
Total 
14,064 
17,767 
25,956 
21,479 
25,423 
27,075 
27,262 
31,816 
35,844 
% growth 
n.a. 
26.3 
46.1 
-17.2 
18.4 
6.5 
0.7 
16.7 
12.7 
Source: In-stat Incorporated 
In the extremely tight market which exists 
at the moment the major producers, eg 
NEC, Hitachi, Toshiba, Texas Instruments, 
Motorola, National Semiconductor are a l l 
vying with each other to maintain market 
share. While the Japanese have been 
successful in making in-roads into the US 
and European markets, the same has not 
been true of US and European producers in 
the lucra t ive Japanese market. In an 
attempt to ra ise domestic semiconductor 
p r i c e s , and so increase non-Japanese 
producers' competitiveness, the Japanese 
Government has ordered a 20% cut in 
integrated c i r cu i t output. The success 
of th i s d i rec t ive cannot be assessed as 
yet, but if Japanese producers' abi l i t ies 
to circumvent past agreements are anything 
to go by, this will be yet another forlorn 
attempt to open the Japanese market to 
competition. 
European and American h o s t i l i t y towards 
Japanese components manufacturers makes i t 
a l l the more l ikely tha t major Japanese 
companies wi l l move production offshore 
(the r i s e in the yen against the dollar 
and s te r l ing adds to th i s poss ib i l i ty ) . 
I t may well be time for Locate in Scotland 
and the SDA to turn their s ights towards 
the Far East rather than concentrating on 
US inward investment. 
The SDA has recently emerged from a survey 
of US e l e c t r o n i c s f irms as the most 
successful j o b s - a t t r a c t i n g authority 
amongst 150 European agencies surveyed. 
The Economic Development Briefing report 
stated that 3,700 jobs wi l l arr ive in 
Scotland over the next two years from 
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incoming US companies. In a l l , 8,000-
10,000 new US jobs are forecast as likely 
to be created in the UK, representing one-
third of a l l the US inward investment jobs 
in Europe. Unfortunately, the report 
makes no est imate of the number of jobs 
t h a t a r e l i k e l y to be l o s t through 
changing technology, market d i f f i c u l t i e s 
and c o m p a n y r a t i o n a l i s a t i o n . 
Nevertheless, the prospect of any new jobs 
in Scottish industry is most welcome. 
Company news in Scotland over the las t few 
months held l i t t l e in the way of the 
unpleasant surprises which have dogged the 
industry in the las t two years. The only 
d i s appo in t i ng p iece of news was the 
announcement that there might be a two-
year delay in the s t a r t - u p of Damon 
Biotech's operation a t Livingston. This 
was the f i r s t major inward investment 
announced in the health care sector and 
i t s delay has caused doubts to be voiced 
about whether or not the development wi l l 
ever go ahead. However, i t should be 
remembered tha t t h i s i s the newest and 
most rapidly changing sector in the "high 
technology" industries and, as such, i t i s 
essent ia l tha t the correct decision be 
made as to plant requirements and product 
in tent ions . A two year delay wi l l be 
well worth waiting for if i t results in a 
be t te r resourced and more p r o f i t a b l e 
Scottish-based concern a t the end of the 
day. 
The most encouraging piece of news in 
recent weeks has been the announcement by 
IBM tha t i t s new 'System 2' range of 
personal computers i s to be b u i l t a t i t s 
Greenock fac to ry for d i s t r ibu t ion to 
Europe, the Middle East and Africa. This 
announcement w i l l ensure jobs for the 
existing 2,200 workforce into the 1990s. 
TRAMSPORT BQUIPMEJTT 
The container ship order from China, 
reported as a possible l i fel ine for Govan 
Shipbuilders in the las t Commentary, was 
duly won a t the end of March. The two 
ship order, with a further option, i s 
worth £70m and will secure employment at 
the yard for the 1,600 core workforce for 
two years. In addit ion, the order wi l l 
mean guaranteed employment for 250 workers 
a t the Clark-Kincaid engine works in 
Greenock. The only shadow over the news 
is tha t i t came too l a t e to prevent 1,000 
of the hourly paid workers being 1aid-off 
for three months on three-quarters pay. 
In May a decision was made by Brittany 
Ferries to place their £42.5m order with a 
French yard. Pressure had been placed on 
the company by the French Government to 
give the order to an a i l i n g French 
shipyard despite the company's preference 
for Govan. The UK Government i s likely 
to press for an invest igat ion by the 
European Community to determine whether 
any breach of fa i r - t rading rules took 
place. 
Two Scot t ish yards, Scott-Lithgow and 
Aberdeen Shipbuilders, are vying with each 
other over a three vessel Ministry of 
Defence order worth £10m. The order was 
originally promised to Scott-Lithgow when 
i t fa i led to win a MOD submarine order. 
However, sixteen months of protracted 
negotiations on design and price have, so 
far, proved unsuccessful in finalising the 
d e a l . T h i s h a s l e d A b e r d e e n 
Shipbuilders, who are in severe trouble as 
regards new orders, to enter the arena in 
search of a l i f e l i n e . Whichever yard 
even tua l ly secures the order i t i s 
possible tha t the outcome w i l l r e su l t in 
the demise of the other. Even for the 
successful bidder the contract may prove 
to be only a temporary saviour and, unless 
conditions in the shipbuilding market 
improve radically over the next two years, 
could well be their swansong. 
One pointer to the l ikely health of the 
shipbuilding industry over the next few 
years i s the decision made recently in 
Japan to c lose a f u r t he r 25? of i t s 
shipbuilding capacity. Whereas this will 
bring Japan's compensated gross tonnage 
(CGT) capacity down to 3m tonnes (compared 
with the UK's present level of 120,000 
tonnes) i t i s f e l t t h a t , i f the yen 
continues a t i t s present level against 
major currencies a further 5% capacity 
reduction wil l be required. The Japanese 
view this capacity cutback as essential to 
give the industry a chance of survival 
when, as industry analysts expect, an 
upturn in the industry occurs in the 
1990s. Given Japanese and other Western 
European trends i t w i l l be surprising i f 
the UK's present number of shipyards are 
carried over to the 1990s. 
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In an a t t empt to break i n t o a new 
shipbuilding market, British Shipbuilders 
have launched t h r e e new des igns for 
sophisticated cargo, ref r igera t ion and 
research vessels. At long las t they have 
recognised the f u t i l i t y of attempting to 
compete with the l ikes of South Korea 
(which has a cost advantage of some 48% on 
conventional ship designs). This move 
w i l l b r ing BS more d i r e c t l y i n t o 
competition with West German shipbuilders 
but the new emphasis on product qual i ty 
and design i s the prefer red way t o 
approach markets where p r i c e i s of 
secondary importance. 
Notwithstanding the t r o u b l e s in the 
s h i p b u i l d i n g s e c t o r of t r a n s p o r t 
equipment, the phenomenal success of 
British Aerospace's Jetstream 31 aircraft, 
bu i l t a t Prestwick, continues unabated. 
Orders have now been placed by European 
and Australian a i r l i ne s as well as US 
operators and hopes must now be high for a 
major extension of orders worldwide. To 
mark the firm's achievements BAe gained 
the Queen's Award for exporting for the 
third successive year. 
Finally, doubts were again raised about 
the future of the Albion Axle Works in 
Scotstoun fol lowing the takeover of 
Leyland Trucks by DAF of the Netherlands. 
However, fears over the 1,100 jobs were 
dispelled by both the company and local 
shop stewards where confidence was high 
tha t Albion would successfully f i t into 
the DAF manufacturing structure. 
Chemicals l* man-made Fibres output 
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CHEMICALS AND HAN-MADE FIBRES 
Figures from the April Scot t ish Business 
Survey give some indication of trends in 
the Chemicals sector over the f i r s t three 
months of 1987 and expected trends over 
the next three. A balance of 19% of 
respondents were more optimistic about the 
general bus iness s i t u a t i o n in t h e i r 
industry than they had been three months 
previously. The source of this increased 
optimism would appear to be an expected 
expansion in the to ta l volume of new 
orders and sa les , especially to overseas 
markets, over the second quarter of 1987. 
This c o n t r a s t s markedly with the 
s ignif icant downward trends in actual 
orders and sales experienced over the 
f i r s t quarter. Despite the expected 
upturn in orders and sales, employment is 
expected to continue to decline while 
t h e r e i s some evidence of a s l i g h t 
recovery in investment intentions. As in 
pas t commentaries, a lack of demand 
remains the most commonly cited factor 
l ike ly to l i m i t output over the three 
months to end June 1987. 
The l a t e s t figures from the index of 
indus t r ia l production for Scotland show 
that output in the Chemicals and Man-Made 
Fibres industry rose by 3% over the third 
quarter of 19&5. However, when the four 
quarters to September 1986 are compared to 
the same four quarters a year previously 
output i s seen to have fallen by 6%. The 
index now stands at 108 (1980=100) nine 
points below the las t peak recorded in the 
f i r s t quarter of 1985. The UK figures 
show tha t while growth over the third 
quarter of 1986 was marginally lower at 
2%, there has been no comparable decline 
when annual rates are considered. The UK 
index stands at 120, one point below the 
l a s t peak recorded in the second quarter 
of 1985. 
ICI have reported an 11? increase in pre-
tax p r o f i t for 1986. The t o t a l of 
£1,016m was only £l8m lower than the 
record level of 1984. The strongest 
rises came in petrochemicals and plastics 
(up 218% to £l8lm) and in f ibres (up 263% 
to £58m). This was attributed to cheaper 
raw materials but chiefly to better demand 
and reduced capacity in the European 
industry. 
The most d i f f i cu l t area was agricul ture 
with agrochemicals prof i ts down 66% to 
£28m and a £15m l o s s recorded in 
fe r t i l i se rs . 
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TEXTILES, FOOTWEAR, LEATHER AND CLOTHING 
Texti les, leather, clothing & Footwear output 
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i s the only one of the text i le industries 
in Scotland whose output levels are today 
above those of 1980. One th i rd of a l l 
Scottish knitwear sales i s accounted for 
by one company, Dawson International. 
The other giant Scott ish t e x t i l e s firm, 
Coats Paton, recently reported the results 
of the f i r s t year's trading following i t s 
merger with Manchester-based Vantona 
Viyella. The new group, Coats-Viyella, 
showed a 21% r i s e in pre-tax prof i t s 
despite a sales increase of only 3% in 
s te r l ing terms. This perhaps r e f l ec t s 
the policy of the group's chief executive 
of meeting compet i t ion by c u t t i n g 
production costs with the introduction of 
new technology. 
Following a bad year in 1986, the texti le 
indust r ies in Scotland were making a 
strong comeback in the early part of 1987. 
This i s the impression given by reports 
from individual companies, and i t i s 
confirmed by s t a t i s t i c s from the 
g o v e r n m e n t ' s index of i n d u s t r i a l 
production and from the Scottish Business 
Survey conducted by the Fraser I n s t i t u t e 
in conjunction with the four Scott ish 
Chambers of Commerce. The of f ic ia l 
figures are for the third quarter of 1986. 
In tha t quar ter , the index of production 
showed a f a l l of three percentage points 
over the second quarter of the year, while 
the change in the l as t four quarters over 
the previous four was a fal l of 1%. The 
corresponding changes in the UK Index were 
-1 and +2. The Business Survey covered 
the f i r s t quarter of 1987, and showed 
posi t ive responses to a l l the questions. 
40% of a l l respondents were more 
opt imis t ic about the general outlook for 
their business than they had been 3 months 
previously and none were more pessimistic. 
New orders, sa les and investment a l l 
showed ne t ba lances of about 60% of 
respondents reporting increases. There 
was even a balance of 30% of respondents 
reporting an increase in employment. 
The B o r d e r s k n i t w e a r i n d u s t r y i s 
recovering rapidly from the decline i t 
experienced in 1986 as a r e su l t of the 
f a l l in US v i s i t o r s t o Europe . 
Substantial investments are being made in 
new computer-aided equipment to extend 
capacity, reduce costs and widen the 
product range. A return to the trend of 
a r i s ing volume of demand i s confidently 
expected, especially in overseas markets. 
Almost half of Scottish knitwear output i s 
exported, and, perhaps for this reason, i t 
Amongst the smaller texti le companies i t 
i s significant that those which have done 
b e s t a r e t h o s e which a r e h i g h l y 
specialised in their product range. One 
such i s Alexandra Workwear, which has a 
25% share of the UK workwear market. The 
three Scot t ish t e x t i l e s companies which 
won Queen's Awards for export achievement 
are a l l small exporters of high qual i ty 
fabrics and clothing. In contrast, those 
t e x t i l e firms which remain a t the lower 
end of the market continue to experience 
wage cuts, redundancies and closures as a 
r e su l t of the inexorable competitive 
pressure from low-cost imports. Thus, 
the Whitegate kni twear fac tory in 
Grangemouth, bought from the Co-operative 
Wholesale Society in 1984 by Campsie 
Knitwear, i s due to close shortly with 
the loss of 170 jobs and MacKinnon, 
another high-volume clothing producer, 
have gone into receivership thus putting 
a further 1,000 jobs at risk. 
PAPER, PRINTING AND PUBLISHING 
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The l a t e s t index of production f igures 
show output in the Paper, Printing and 
Publishing sector in Scotland to have 
increased by 3? over the third quarter of 
1986. The index now s tands a t 106 
(1980=100) and grew by 2% when the la tes t 
four quarters are compared to the four 
quarters a year previously. Comparable 
figures for the UK show the index to stand 
at 102 with growth of 11 over the thi rd 
quarter of 1986 and an annual growth rate 
of 3S. 
The April Scottish Business Survey reveals 
t h a t optimism i s q u i t e high amongst 
respondents in this sector. A balance of 
28% of respondents throughout Scotland 
were more opt imist ic about the general 
business s i tua t ion than they were three 
months previously. Trends in the actual 
volume of new orders over the f i r s t 3 
months of 1987 were quite healthy and this 
i s expected to continue over the next 
three months. The major source of these 
new orders would appear to be the Scottish 
and export markets. Actual and expected 
t rends in the t o t a l volume of s a l e s 
followed a similar pattern. 
Employment over the ea r l i e r part of 1987 
was reported as being reasonably s table 
but t he p o s i t i o n i s e x p e c t e d t o 
de te r iora te during the second quarter of 
1987. A s ignif icant balance of firms 
report an upward revision in investment 
intent ions but, as in past commentaries, 
the major factor limiting output and sales 
over the next 3 months remains the level 
of demand. 
This sector has seen significant activity 
over the pas t 3 months wi th William 
Collins of Glasgow to the fore. At the 
end of February they announced the sale of 
the i r l i s t of professional and technical 
publications to Blackwell Sc ient i f ic of 
Oxford for £1.8m. The reason given for 
the sale was that these publications did 
not f i t well with the group's mainstream 
publishing interests which concentrates on 
publishing books sold through general 
bookshops. In contrast , the technical 
division's products were sold more through 
spec ia l i s t bookshops or d i rec t ly to the 
public. In March, the company announced 
record p rof i t s for 1986, up 19? to £15.5m 
and they would have been even higher but 
for the adverse e f f ec t of currency 
movements on overseas earnings. The 
Glasgow operations are reported as buoyant 
with book manufacturing up by 14% to 72 
million books annually. 
However, the company remains keen to 
extend i t s foreign in t e r e s t s and has 
recently been involved in negotiations to 
take a stake in the US publishing house 
Harper and Row which has recently been 
acquired by News Corporation. If a deal 
i s agreed, i t i s envisaged t h a t , in 
addition to purchasing an equity interest, 
Collins would become directly involved in 
the management and strategic decisions of 
t he company th rough the a c t i v e 
participation of senior executives. 
The Hamilton based printing group Gilmour 
& Dean have been t h e o b j e c t of a 
successful takeover bid by the Leeds based 
printers Waddingtons. Waddingtons, who 
themselves only recently fought off a 
takeover bid from BPCC, committed 
themselves to keeping on the Gilmour 4 
Dean management and staff. I t was also 
stated tha t Waddingtons would be able to 
provide the f i n a n c i a l and t e chn i ca l 
resources needed to allow the business to 
develop further. 
The Glasgow based McFarlane Group, whose 
a c t i v i t i e s include packaging, reported 
that 1986 was a record year for both sales 
and prof i t s . Profi ts were up by 12% to 
£4.02m and sales by 13.5% to £54.6m. The 
group employs around 1,500 people in 25 
companies throughout the UK and packaging 
accounts for two thirds of group business 
and approximately half of a l l employees. 
Services 
BANKING, INSURANCE AND FINANCE 
The benefits of competition in financial 
markets are apparent for a l l to see. In 
the mortgage market the compet i t ion 
offered by the banks to provide mortgages, 
almost non-existent in 1980, has grown so 
that banks now provide more than 15% of 
mortgage advances in Scotland, offering 
consumers a wider choice of funds and 
removing the rationing of mortgage funds 
which dis tor ted the housing market for 
years. Competition in th i s market has 
also removed the higher interest rates on 
endowment mortgages resul t ing in very 
large gains in mortgage related endowment 
business accruing to the Scottish l i f e 
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companies. S c o t t i s h Amicable, for 
example, increased i t s new annual premiums 
by 113* in 1986. 
The advantages of competition may also be 
seen in the investment t r u s t market. 
1986 witnessed a new wave of corporate 
activity in the sector with a considerable 
number of bids and unitisations during the 
year attracted by the substantial discount 
to net assets at which most trusts trade. 
Motives for the b ids d i f f e r . Most 
important were the disguised rights issues 
where the bidding company (such as BPCC) 
issues i t s shares to buy t r u s t (Philip 
Hall) and hence acquires the portfolio of 
shares held by the t ru s t . The t r u s t ' s 
por t fol io i s then sold for cash leaving 
the bidder (BPCC) with more of i t s shares 
in issue and cash in hand for acquisitions 
or other purposes. Such bids have a 
number of important consequences. The 
most obvious has been a reduction in the 
discount at which investment trusts can be 
acquired. Disguised rights issues whilst 
costing no more than an ordinary r igh ts 
issue offer two possible advantages, speed 
and the opportunity to avoid cal l ing on 
exist ing shareholders for more cash. A 
second consequence of such bids has been a 
r e d u c t i o n in t h e d i s c o u n t in t h e 
inves tment t r u s t s ec to r as a whole 
al though much more a c t i v i t y w i l l be 
necessary before discounts f a l l to the 
leve ls recorded for closed-end funds in 
the US in recent years. A substant ia l 
r educ t ion in the d i scoun t would put 
investment trusts on more equal terms with 
unit t r u s t s and allow new issues and the 
creation of specialised trusts to exploit 
par t icu la r opportuni t ies . Until such a 
time investment managers, par t i cu la r ly 
Scottish managers who manage some 35% of 
the UK investment t r u s t sector , must be 
c o n t i n u a l l y concerned abou t t h e 
possibility of potential predators and the 
threat to their livelihood. 
A further area in which the benefi ts of 
compet i t ion a r e apparent i s in the 
r e s t r u c t u r i n g of banks and bu i ld ing 
s o c i e t i e s t h a t i s c u r r e n t l y being 
discussed and planned. The 1986 Building 
Society Act enables building societies to 
offer a wide variety of new financial 
services encompassing investment, banking 
and housing in direct competition with the 
banks. The management problems for the 
soc ie t ies are not to be underestimated. 
S o c i e t i e s as a whole have no c l e a r 
o b j e c t i v e . They a r e n o t p r o f i t 
maximising institutions and indeed have no 
equity shareholders, since shareholders, 
rather confusingly, are simply deposit 
holders and not expected to bear the risk 
of the bus ine s s . To surv ive the 
soc ie t ies w i l l have to compete and s e l l 
their services. But many of their staff 
were recrui ted in the days of mortgage 
rationing and have l i t t l e experience of 
the problems of se l l ing a multitude of 
financial services to customers. I t will 
be surprising i f any but the l a rges t 
s o c i e t i e s ( r e g i o n a l l y a s w e l l as 
n a t i o n a l l y ) su rv ive . Mergers and 
rationalisations will be the order of the 
day although the changes are likely to be 
gradual. Similar problems face the banks 
in some respects although they have been 
alive to the problem for some years and 
are a l l investing heavily in upgrading 
branches and f a c i l i t i e s as we l l as 
targetting profitable areas. The central 
problem remains, however, of a s taff 
trained to operate a money transmission 
network through an ex tens ive branch 
network. I t i s clear tha t banks in the 
future wi l l require staff or ientated to 
s e l l i n g f i n a n c i a l s e r v i c e s and t h a t 
mechanisation wi l l imply considerably 
fewer staffed branches than a t present. 
The growth of the Bank of Scotland's share 
in the UK r e t a i l market, par t icu lar ly in 
England, indicates the possibil i t ies that 
exis t for a business unencumbered by too 
many b r a n c h e s and a b l e t o t a r g e t 
profi table areas of the r e t a i l banking 
market. 
The a b i l i t i e s of the banks to compete 
e f f e c t i v e l y w i l l be a f fec ted by the 
government 's dec i s ion to support the 
a r gumen t s of t h e S e c u r i t i e s and 
Investments Board (SIB) for polarisation. 
Financial conglomerates, particularly the 
banks, which have their own l i fe assurance 
or unit t rust companies whilst at the same 
time offering the i r customers s imilar 
products provided by other l i fe assurance 
of uni t t r u s t companies pose potent ia l 
conf l ic ts of i n t e re s t . The need i s to 
ensure that the conglomerates offer their 
clients the best advice. The concern i s 
not, in general , tha t consumers w i l l be 
offered inappropriate advice, for example 
a unit trust investment when they require 
a p e n s i o n fund, but r a t h e r than 
intermediaries may exploit their position 
to s e l l to a c l i e n t a unit t r u s t managed 
in-house when a 'be t te r ' uni t t r u s t was 
a v a i l a b l e . The problem with such 
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concepts i s the difficulty of recognising, 
in advance, a ' b e t t e r ' u n i t t r u s t or 
inves tment . S tud ies of inves tment 
performance have revealed the acu te 
d i f f i c u l t i e s involved in p r e d i c t i o n . 
Indeed, in general, the future price 
changes of investments, and this includes 
por t fol ios such as unit t r u s t s , follow a 
random process much l ike tossing a coin. 
The best estimate of next year's portfolio 
value i s today's portfol io value. I t 
follows that any prediction that one trust 
i s bet ter than another i s an impossible 
task. I t may turn out to be or i t may 
not. The problem i s i t i s impossible to 
predict in advance. The difficulties of 
predicting price changes has important 
lessons for portfol io decision-making. 
In particular, i t implies that unit t rusts 
or l i f e funds wi th low turnover and 
minimum costs will perform best over the 
long run. I t i s apparent then tha t the 
information of most use to investors i s 
the level of costs involved in investing 
in a p a r t i c u l a r investment v e h i c l e . 
Disclosure of commissions i s a crucial 
requirement of sensible investment. 
The government has gone some way in 
providing investors with this information 
by amending the draft rule book of the SIB 
to compel d i s c l o s u r e of commissions 
received for recommending a unit trust or 
l i fe assurance policy when the information 
is requested by the customer. However, 
i t would have made more sense for t h i s 
data to be provided to investors as a 
matter of course. 
The government has not, unfortunately, 
amended the SIB's rules on polar isa t ion . 
The SIB is insisting that the branches of 
a bank should opera te e i t h e r as an 
independent intermediary or as a company 
representat ive. If the branches act as 
company r e p r e s e n t a t i v e s s e l l i n g the 
group's own products the bank wi l l be 
severely r e s t r i c t ed in the advice i t can 
offer c l i e n t s . If on the other hand the 
branches opera te as an independent 
intermediary they wi l l find i t almost 
impossible to s e l l the group's own l i f e 
assurance and unit t r u s t s . The banks 
lose out whichever way they choose and 
must, almost certainly, lose market share 
in t h i s sector of the financial markets. 
The folly of the regulation i s illustrated 
by the abi l i t ies of the branches to act as 
independent intermediaries whilst the l i fe 
and unit t r u s t subsidiar ies of the same 
bank se l l t he i r products and mail shot 
techniques. I t i s d i f f i cu l t to see the 
benefit of such regulations. Much better 
surely to enforce disclosure of relevant 
information on se l l e r s of l i fe assurance 
and unit trusts. 
The rules of the SIB err on the side of 
caut ion wi th consequent c o s t s for 
competition in financial markets. The 
role of the regulatory body should be to 
p r o t e c t the i nves to r from fraud and 
malpractice. This does not r equ i r e 
s t r i c t p o l a r i s a t i o n but may be 
accomplished by disclosure which compells 
the banks and o ther i n s t i t u t i o n s to 
declare the i r position to customers so 
t h a t consumers are in a p o s i t i o n to 
understand and judge the qual i ty of the 
advice they are receiving. Competition 
in the marketplace can be expected to 
encourage the independent intermediaries 
to advertise and capitalise on that fact. 
The susp ic ion remains t h a t in t ense 
lobbying by the traditional l i fe assurance 
industry, worried by the fear of increased 
competition in t h e i r a c t i v i t i e s , has 
resulted in a measure that i s unnecessary 
and inconvenient for conusumers and may 
well act to impede competition and future 
developments in financial markets. 
DISTRIBUTIVE TRADES 
As predicted in the last Commentary a net 
balance of Scottish wholesaler respondents 
to the April Scottish Business Survey 
(SBS) experienced a f a l l in sales in the 
f i r s t t h r e e months of t h i s y e a r . 
However, 26J of respondents expected sales 
to grow in the second quarter compared 
with only 11? who expected fu r the r 
decline. 
Again in l i n e wi th e x p e c t a t i o n s , 
wholesaling employment fell quite sharply 
in the f i rs t quarter, with overall losses 
in both full-time and part-time jobs. On 
balance, SBS wholesalers expect employment 
in t h e second q u a r t e r to remain 
essentially s t a t i c . 
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The geographical pat tern of wholesale 
responses to the April SBS are shown in 
Table 1. A feature of the SBS returns 
has been the consistently good performance 
reported by Glasgow wholesalers and, as 
the table shows, this continued to be the 
case for the f i r s t q u a r t e r of 1987. 
Wholesalers in Aberdeen continued to 
experience net declines in sales and 
employment and were pessimistic over the 
p rospec t s of s h o r t - t e r m r e c o v e r y . 
Edinburgh w h o l e s a l e r s on b a l a n c e 
experienced f i r s t quarter sales growth, if 
not quite up to the expectations expressed 
in January. They were notably optimistic 
about future prospects. 
Table 1 Geographical response to April 
1987 SBS: wholesaling 
Balance of respondents in: 
G 
% 
Overal confidence UP +38 
Actual sa les UP +32 
Expected sa les UP +44 
Actual employment UP +26 
Expected 
employment UP +26 
Investment 
in ten t ions UP +10 
E 
% 
+67 
+10 
+39 
-11 
+54 
-11 
D 
% 
0 
0 
+ 4 
-96 
+45 
-41 
A 
t 
-31 
-48 
- 4 
-44 
-48 
- 9 
Key: G = Glasgow, E = Edinburgh 
D = Dundee, A = Aberdeen 
A net 22J of SBS r e t a i l respondents 
recorded increases in sales during the 
f i r s t quarter of this year, which, though 
s t i l l healthy, i s l e s s both than the net 
number of re ta i lers who experienced sales 
growth during the fourth quarter of 1986 
and the number who had expected f i r s t 
quarter sa les growth in January 1987. 
Thus, there are some indications that the 
r a t e of growth of Scott ish r e t a i l sales 
may be slowing, although a net balance of 
firms s t i l l expect some further increase 
in the second quarter. 
In contrast to the preceding quarter there 
was a s l i g h t increase in t o t a l r e t a i l 
employment in the f i r s t three months of 
th i s year according to the SBS return. 
However, the i n c r e a s e was e n t i r e l y 
confined to part- t ime employment, with 
full-time employment fa l l ing marginally. 
A balance of 2% of firms expected further 
reductions in total employment during the 
second quarter , though a small overal l 
i n c r e a s e in p a r t - t i m e jobs was a l so 
predicted. Table 2 shows geographical 
details from the April SBS for retail ing. 
Table 2 Geographical response to April 
1987 SBS: wholesaling 
Balance of respondents in: 
G 
% 
Overal confidence UP +19 
Actual sa les UP +34 
Expected sa les UP +27 
Actual employment UP +27 
Expected 
employment UP +19 
Investment 
in ten t ions UP +17 
E 
% 
- 3 
- 9 
- 6 
+ 7 
-44 
+25 
D 
X 
- 1 
+25 
+40 
+22 
0 
+20 
A 
t 
+21 
+10 
+35 
-42 
-19 
+13 
Key: G = Glasgow, E = Edinburgh 
D r Dundee, A = Aberdeen 
Reta i le rs in both the Glasgow and Dundee 
Chambers of Commerce areas enjoyed good 
f i r s t quarter performances in terms of net 
i n c r e a s e s in s a l e s and employment. 
Aberdeen r e t a i l e r s had a be t te r sales 
record in the f i r s t quarter than had been 
feared in January, though there was s t i l l 
s i g n i f i c a n t n e t l a b o u r s h e d d i n g . 
However, based on the SBS r e t u r n s , 
Aberdeen r e t a i l e r s were on balance more 
o p t i m i s t i c concerning t h e i r genera l 
business environment in April t h i s year 
than a t any t ime s ince Apri l 1985. 
Edinburgh retai lers had a relatively poor 
f i r s t quarter overall and clearly did not 
expect much improvement in the short-term. 
New data on indus t r ia l output in the 
Scottish Economic Bulletin (December 1986) 
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indicates tha t , with 1980=100, Scott ish 
output in the sector distribution/hotels/ 
catering reached an index value of 109.0 
in 1984, representing a real growth ra te 
of 2.18% per annum over the four years. 
In comparison aggregate Scottish GDP grew 
a t an annual average of 1.06% during the 
same period. 
TOURISM 
previous year; see Table 2. Vis i t s by 
North Americans to Scotland f e l l by 39%, 
marginally l e s s than the 44% and 42% 
recorded for London and the remainder of 
England, respectively. By the third 
quarter, Scotland's recovery from the 
overseas tourism slump appears to have 
been completed, in marked contrast to the 
s i tua t ion obtaining elsewhere. These 
s t a t i s t i c s lend support to the view 
expressed l a s t year t h a t Sco t land ' s 
tou r i s t industry was cushioned from the 
worst effects of the fa l l ing volume of 
international tourism to Britain (see, for 
Table 1 shows tha t overseas tourism to 
Scotland recorded i t s best ever year in 
1985, with International Passenger Survey 
re turns showing a year-on increase in 
t r i p s and n i g h t s of 12.5% and 15% 
r e s p e c t i v e l y . Spending by foreign 
Table 1 
1979 
1983 
1981 
1982 
1963 
1984 
1985 
Overseas tartan toScoUanl 1979-1965 
Visits/trips 
%*are 
of IK 
total '000 
9.0 1,120 
9.1 1,130 
8.5 970 
9.0 1,050 
9.2 1,140 
9.0 1,120 
8.9 1,280 
Warts Expenditure 
% dnre 
or UK 
total 
8.2 
8.5 
8.2 
8.8 
8.3 
7.8 
8.2 
% share 
of UX 
•000 total 
12,600 6.0 
12,400 6.3 
11,200 5.7 
12,000 6.6 
12,100 6.1 
12,000 6.0 
13,800 5.9 
an 
167 
185 
168 
205 
244 
275 
319 
Table 2 t change in number of overseas 
tourist trips to the UK, 1986 
compared with 1985 
Scotland 
All overseas visitors 
N American visitors 
London 
All overseas visitors 
N American visitors 
Remainder of England 
All overseas visitors 
N American visitors 
Wales 
All overseas visi tors 
N American visitors 
2nd 3rd 
quarter quarter 
% % 
•30.4 
•38.6 
•24.2 
•44.3 
' 8 . 5 
•41.6 
•13.6 
•18.5 
-tO.8 
-7.7 
-12.5 
-38.9 
- 7.9 
-31.5 
-10.3 
-26.9 
Source: IPS returns 
Source: IPS returns 
tourists in Scotland topped the £300m for 
the f i r s t time ever. The country's UK 
market share has remained more or l e s s 
unchanged throughout the 1980s a t 
approximately 9% of t r i p s , 8% of nights , 
and 6% of expenditure. The downturn las t 
yea r in o v e r s e a s t o u r i s t t r a f f i c 
occasioned by Chernobyl, the Libyan 
bombing and other terrorist incidents led 
to a second quarter f a l l of 30% over the 
instance, Glasgow Herald, 3 October 1986). 
Faced with a UK domestic holiday market 
t h a t in o v e r a l l terms i s mature and 
showing some recent signs of decline the 
importance of overseas tourist markets to 
Scotland cannot be stressed enough and 
wi l l be the subject of a forthcoming 
Economic Perspective. 
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The Labour Market 
Employment - internal and external labour 
markets 
The costs associated with the hiring and 
f i r i n g of employees r e s u l t in the 
development of labour markets within firms 
- an argument spelt out in some detail in 
the November 1984 issue of the Commentary. 
In these internal labour markets, firms 
can, w i th in l i m i t s , vary the labour 
services they derive from a workforce of a 
given s ize by, for example, reducing 
s h o r t - t i m e working or by i nc r ea s ing 
overtime working. Firms are l ike ly to 
respond to perceived changes in demand 
i n i t i a l l y via i n t e r n a l labour market 
changes, rather than by resor t ing to the 
external market perhaps by posting new 
vacancies and then adding to their labour 
force. This i s so because internal labour 
market responses have the property of 
being h igh ly f l e x i b l e : they may be 
implemented v i r tua l ly instantaneously; 
and they are easily reversible. External 
l a b o u r m a r k e t a d j u s t m e n t s a r e 
comparatively inf lexible: taking on new 
employees tends to take time and incur 
c o n s i d e r a b l e expense; employment 
decisions tend to be costly to reverse. 
Whilst even sustained demand changes are 
l ike ly to have the i r i n i t i a l impact in 
internal labour markets, their effect wi l l 
g r adua l l y s p i l l over i n t o e x t e r n a l 
m a r k e t s . Once o p p o r t u n i t i e s fo r 
increasing effort per hour are exhausted, 
further use of the internal market i s 
likely to be costly. The premium paid for 
overtime (and l ike ly impl ic i t contracts 
with the labour force ensures that there 
w i l l come a po in t where i t appears 
economically a t t r ac t ive to resor t to the 
external market, and to reduce the use of 
- or a t l e a s t make no addit ional demands 
on - the in ternal market). The current 
behaviour of internal markets consequently 
may provide a useful guide to the future 
behaviour of external markets and, thus, 
to likely changes in vacancies, employment 
and unemployment. 
Developments In internal labour markets 
All in te rna l labour market adjustments 
involve changing the output produced by a 
given stock of labour (and other factors). 
Hence, changes in in ternal labour market 
behaviour wil l be reflected by changes in 
labour productivity, measured as output 
per person employed. 
Table 1 and Figure 1 show the seasonally 
adjusted output per employee in Scottish 
D 
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manufacturing since the f i r s t quarter of 
1979. Labour productivity has shown a 
trend increase over the period 1979 to 
1986, with a rise of 38.2$ between 1979 Q1 
and 1986 Q3. The f i r s t two quarters of 
1986 however show a slowdown in 
productivity increase, with a significant 
f a l l in the f i r s t quarter . The f a l l i s 
the ne t e f f e c t of a smal l f a l l in 
manufacturing employment, and a rather 
larger proportionate fa l l in the index of 
manufacturing product ion . The data 
underlying the productivity index (given 
in Table 1) clearly show that this rising 
productivity trend has occurred alongside 
a background of fa l l ing manufacturing 
employment - indeed t h a t measure of 
employment fel l by 30A% over the period. 
Thus the r i s e in productivity i s almost 
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e n t i r e l y the r e s u l t of m o r e - o r - l e s s 
cons tan t manufacturing output with a 
substant ia l ly pruned labour force. Thus 
i t seems unlikely tha t this productivity 
increase will spil l over into the external 
labour market in the near fu tu re . 
Significant increases in demand in the 
future are l ike ly to impinge rapidly on 
external labour market demand only i f 
"excess capacity" has been more or l e s s 
completely eliminated in recent years -
signs from the Scottish Business Survey 
show this not to be the case. 
Table 1 Seasonally adjusted output per 
employee in Scottish manufacturing 
Seas.adj. Output per 
employees person em-
Index of Seas.adj. in employ, ployed in 
of pro- Scotland Scotland Scottish 
duction manufac. manufac. manufac. 
1979 Q2 
Q3 
04 
1980 Q1 
Q2 
Q3 
04 
1981 01 
02 
Q3 
04 
1982 Q1 
02 
03 
04 
1983 01 
02 
03 
04 
1984 Q1 
02 
03 
04 
1985 01 
02 
03 
04 
1986 01 
Q2 
Q3 
04 
103.6 
108.9 
107.0 
106.8 
104.7 
100.8 
98.2 
96.3 
97.6 
96.9 
97.0 
98.8 
97.6 
98.6 
97.7 
96.4 
95.3 
94.9 
97.0 
98.6 
99.1 
98.1 
99.4 
100.3 
102.7 
104.3 
104.3 
103.7 
100.1 
99.5 
101.7 
609 
604 
603 
597 
582 
567 
549 
533 
520 
512 
501 
496 
488 
479 
471 
461 
454 
448 
444 
440 
439 
440 
438 
437 
437 
438 
437 
431 
429 
424 
0.170 
0.180 
0.177 
0.179 
0.180 
0.178 
0.179 
0.181 
0.188 
0.189 
0.194 
0.199 
0.200 
0.206 
0.207 
0.209 
0.210 
0.212 
0.218 
0.224 
0.226 
0.223 
0.227 
0.230 
0.235 
0.238 
0.239 
0.241 
0.233 
0.235 
Firms may adjust the output from a given 
stock of labour (and other inputs) by 
changing overtime, short-time working, the 
e f f o r t per employee hour, or some 
combination of these three. 
Figures 2 and 3 i l l u s t r a t e respectively 
t o t a l hours l o s t through shor t t ime 
working and total hours of overtime worked 
in Scottish manufacturing. The period to 
1981 shows a large trend increase in short 
t ime working, perhaps pre luding the 
s ignif icant increases in redundancies 
which followed with a short lag. Since 
1982, short time working has been both 
lower and i l lustrates a small trend fal l , 
at l e a s t unt i l the most recent three 
quarters of the data presented (to the 
third quarter of 1986). 
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Source: Scottish Economic Bulletin and 
Index of Production for Scotland 
Overtime hours worked as a f i r s t 
approximation appear to f a l l into two 
d i s t i nc t pat terns . From 1976 through to 
mid 1981, overtime was highly variable, 
but with a general downward trend from an 
in i t ia l mean of approximately 1.5m hours 
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Table 3 Employees in employment : unadjusted (000s) 
Whole-
sale Bank. Pub. Educ. 
Energy Metal Metal Other dist. ins. admin, health 
Agr.For. & water mfg.& gds.eng. manu- hotels Retail Transp. & fin- & def- & othr 
Fishing supply chems. & vhcls. fac. Const. & catr. dist. & ccmm. ance ence servs. 
(61-63) 
(0) (1) (2) (3) W (5) (66-67) (64-65) (7) (8) (91-92X93-99) 
Scotland 
1985 Jun 
Sep 
Dec 
1986 Mar 
Jun 
Sep 
G r . B r i t . 
1985 Jun 
Sep 
Dec 
1986 Mar 
Jim 
Sep 
31 
36 
31 
31 
31 
31 
321 
347 
323 
308 
310 
338 
60 
59 
58 
55 
53 
51 
580 
568 
557 
540 
530 
519 
52 
51 
50 
49 
48 
48 
790 
794 
783 
776 
770 
773 
188 
189 
186 
184 
182 
180 
2395 
2403 
2377 
2342 
2309 
2306 
192 
190 
188 
184 
182 
183 
2077 
2111 
2104 
2071 
2071 
2087 
136 
136 
135 
133 
134 
137 
994 
991 
979 
965 
966 
984 
195 
197 
191 
189 
199 
198 
2210 
2222 
2191 
2163 
2245 
2260 
185 
187 
192 
187 
185 
186 
2039 
2056 
2145 
2062 
2057 
2061 
115 
115 
113 
111 
110 
111 
1327 
1333 
1321 
1312 
1322 
1332 
147 
151 
150 
152 
156 
159 
2057 
2104 
2128 
2144 
2181 
2231 
170 
172 
171 
172 
174 
174 
1903 
1914 
1917 
1925 
1924 
1936 
431 
428 
433 
427 
434 
428 
4298 
4231 
4286 
4307 
4390 
4333 
Table 4 Employees in employment : unadjusted (000s) 
Index Index Manu- Index Index 
Male Female Total Sep.84 Produc. Sep.84 fac. Sep.84 Serv. Sep.84 
total p/time = 100 indust. = 100 ind. - 100 ind. = 100 
(1-4) (2-4) (6-9) 
Scotland 
1985 Jun 
Sep 
Dec 
1986 Mar 
Jun 
Sep 
G t . B r i t a i n 
1985 Jun 
Sep 
Dec 
1986 Mar 
Jun 
Sep 
1039 
1043 
1030 
1018 
1021 
1020 
11677 
11730 
11685 
11571 
11610 
11686 
865 
869 
867 
856 
867 
865 
9313 
9344 
9427 
9344 
9463 
9475 
358 
357 
359 
352 
354 
353 
3961 
3937 
4013 
3966 
4033 
3973 
1903 
1912 
1897 
1874 
1887 
1885 
20990 
21074 
21112 
20915 
21073 
21160 
92.2 
92.6 
91.8 
90.7 
91.4 
91.2 
94.3 
94.7 
94.8 
94.0 
94.7 
95.1 
491 
490 
482 
472 
464 
462 
5841 
5875 
5822 
5730 
5678 
5685 
77.9 
77.6 
76.4 
74.9 
73.7 
73.2 
78.8 
79.3 
78.5 
77.3 
76.6 
76.7 
431 
430 
424 
417 
412 
411 
5262 
5308 
5265 
5190 
5148 
5166 
77.5 
77.4 
76.2 
75.0 
74.0 
74.0 
78.6 
79.3 
78.6 
77.5 
76.9 
77.2 
1243 
1250 
1249 
1238 
1258 
1255 
13833 
13860 
13987 
13913 
14119 
14154 
100.5 
101.2 
101.1 
100.1 
101.8 
101.6 
104.0 
104.2 
105.2 
104.6 
106.2 
106.4 
Notes (1) Industr ial Classification used i s 1980 SIC 
(2) Employees in employment data has been rev ised by the Department of Employment in 
consequence of finding from the recent Labour Force Survey. As a resul t , data presented 
in Tables 3 and 4 is not direct ly comparable with employment data presented in previous 
issued of th i s Commentary. 
Source: Department of Employment Gazette 
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annually. Since mid 1981, overtime hours 
have been far l e s s v o l a t i l e , showing a 
small upward trend from a mean of about 
900,000 towards 1m hours. In the thi rd 
quarter of 1986 (the l a s t but one for 
which data i s available) overtime hours 
fell substantially, with some recovery in 
the following quarter. 
If one were looking for evidence from 
internal labour markets of an imminent 
spillover into higher demand in external 
labour markets, one would normally expect 
to find a period of fa l l ing amounts of 
short- t ime working in conjunction with 
increasing overtime hours. I t i s hard to 
find c l e a r evidence of t h i s in the 
manufacturing s e c t o r in S c o t l a n d , 
although, as data on l a t e 1986 and early 
1987 become available, the picture may 
change. 
Table 2 Unemployment : t emporar i ly 
stopped 
Scot- Gr.Bri- Ire-
Male & Female land tain land UK 
1985 Jun 13 
Jul 
Aug 
Sep 
Oct 
Nov 
Dec 
1986 Jan 
Feb 
Mar 
Apr 
May 
Jun 
Jul 
Aug 
Sep 
Oct 
Nov 
Dec 
1987 Jan 
Feb 
11 
8 
12 
10 
14 
12 
9 
6 
6 
10 
8 
12 
10 
14 
11 
9 
13 
11 
8 
12 
1703 
1519 
1542 
1091 
1310 
1637 
1366 
2946 
2771 
3296 
2440 
2392 
1999 
2591 
1907 
2006 
1749 
2343 
2255 
2807 
2394 
6347 
5951 
5135 
4483 
6189 
6499 
5944 
9585 
10401 
14340 
10410 
7972 
7112 
6490 
5472 
6578 
7013 
6588 
6251 
7438 
9188 
849 
759 
872 
954 
977 
1091 
1383 
2208 
2029 
2228 
1876 
2078 
1620 
1542 
1096 
1100 
1051 
1010 
1598 
1489 
1792 
7196 
6710 
6007 
5437 
7166 
7590 
7327 
11793 
12430 
16568 
12286 
10050 
8732 
8032 
6568 
7678 
8064 
7598 
7849 
8927 
10980 
Notes: (1) Temporarily stopped workers 
are not included in the 
totals of the unemployed 
(2) Coverage of data changed from 
end of February 1986 
Source: Department of Employment Gazette 
F i n a l l y , Table 2 p r o v i d e s r e c e n t 
information on the numbers of people 
temporarily stopped in Scot land, and 
elsewhere in the UK. These persons are 
not i n c l u d e d in the count of t he 
unemployed, and may be interpreted as 
intermediate between unemployment and 
short-time working. A comparison of the 
months for which annually differenced data 
i s presented shows no evidence of an 
improvement in labour demand by th i s 
indicator. 
Employment : developments in external 
labour markets 
Recent data on employment by industry in 
both Scotland and Great B r i t a i n , i s 
provided in Table 3. The short period of 
data coverage i s a consequence of official 
data revision following the recent Labour 
Force Survey; a t p resen t i t i s not 
poss ib le to provide a longer se r ies . 
Furthermore, as th i s data i s unadjusted, 
i t is not legitimate to infer trends from 
month to month changes. 
However, June and September employment can 
be compared for 1985 and 1986; doing 
t h i s , i t i s evident that employment has 
f a l l e n in a l l i n d u s t r i e s other than 
c o n s t r u c t i o n , wholesale d i s t r ibu t ion , 
hotels and catering, banking, insurance 
and finance, and public administration and 
defence. The employment inc rease in 
construction, although very small, is very 
encouraging for an industry that has been 
affected harshly by events of the l a s t 
decade. 
A longer term perspective can be guaged 
from Table 5. There has been a 
s ignif icant increase in the numbers of 
self-employed and employers in the 
previous ten years, but th i s has been 
outweighed by a fa l l of 116,000 in the 
number of employees. Male employment had 
fallen by 152,000 since 1978, whilst 
female employment has r isen by over 6%. 
This i s in large part a ref lect ion of the 
dramat ic (32%) increase in part- t ime 
employment among females. 
By sector, par t icular ly large f a l l s have 
occurred in both manufacturing and 
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Table 5 Employment by Industry : Scotland (OOOs) 
Sept 
1978 1979 1980 1981 1981 1982 1983 198H 1985 1986 
Employment 
Employers 4 self-employed 152 160 151 119 119 161 179 185 192 
Employees in employment: 
i t a l 
Males 
Females 
Part- t ime females 
2067 
1200 
867 
311 
2102 
1205 
897 
332 
2085 
1188 
897 
335 
2002 
1128 
871 
336 
1991 
1118 
872 
338 
1961 
1097 
867 
318 
1921 
1069 
851 
362 
1937 
1051 
883 
386 
1955 
1051 
901 
110 
1951 
1018 
902 
115 
Analysis by sector (1980 SIC) 
0 Agricul.,forestry, fish. 18 18 15 15 11 11 13 12 11 39 
1 Energy & water supply 69 73 75 71 71 76 76 78 76 73 
2-1 Manufacturing inds. 609 603 566 511 502 178 117 139 137 123 
5 Construction 152 157 157 113 110 131 125 120 117 113 
6-9 Service Industries 1188 1222 1212 1230 1231 1231 1231 1259 1285 1303 
Population 5179.1 5167.0 5153.3 5180.2 5166.6 5150.1 5115.7 5136.5 
Natural increase -1.0 1.8 1.3 6.6 1.5 1.8 1.1 3.7 
Net migration -16.3 -11.6 -16.3 -23.1 -11.9 -17.8 -9.1 -12.6 
to rest of UK -7.6 -7.1 -9.9 -5.0 -0.9 -5.0 -9.0 -9.7 
to overseas -8.7 -7.5 -6.1 -18.1 -11.0 -12.8 -0.1 -2.9 
Source: Scottish Economic Bulletin 
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construction, while service employment 
shows a steady growth. The energy and 
water supply sector which grew quickly in 
the 1970s and ea r ly 1980s decl ined 
somewhat in the period after 1984, whilst 
the main primary sector (agr icul ture , 
forestry and fishing) continued to show 
fa l l ing employment requirement in the 
1980s. 
Final ly, i t i s in te res t ing to look a t the 
figures presented in Table 5 concerning 
population changes and migration patterns. 
Despite a natural increase, the Scott ish 
population has fal len from 5,179,400 in 
1978 to 5,136,500 in 1985. This i s the 
consequence of cont inual net outward 
migration, ranging from over 9,000 in 1984 
to 23,000 in 1981. Net migration overseas 
(which has been considerably higher on 
average than migration to the rest of the 
UK) fe l l considerably in 1984 and 1985. 
Migrat ion to the r e s t of the UK may 
represent a response to poorer employment 
prospects in Scotland than elsewhere in 
the UK (which loosely could be termed a 
Keynesian pe r spec t ive ) or perhaps to 
expected real net wage differences (a neo-
class ical perspective). 
Unemployment : stocks and flows 
Table 6 p r e s e n t s t h e most r e c e n t 
information available on the stock of 
unemployment in Scot land. As these 
figures have been seasonally adjusted, 
underlying trends over time are more 
c l e a r l y seen than in the r e s p e c t i v e 
unadjusted data. The to ta l level of 
unemployment in Scotland stood at 344,600 
in March 1987, and f e l l by 2,800 since 
February, following a fal l of 2,700 in the 
previous month. Other than the almost 
negligible fall of 100 in September 1986, 
these falls represent the f i r s t reductions 
in S c o t t i s h unemployment fo r a 
considerable time. Furthermore, the two 
f a l l s (in the months to February and 
March) are qui te large r e l a t ive to the 
monthly changes during 1986. 
If we compute the average changes over 
three consecutive months, the resul t ing 
figures are the f i r s t for sixteen months 
to show a decline. 
Table 7 presents recent data on labour 
market inflows and outflows. In general, 
the labour market appears to have been 
more dynamic in the las t year than in the 
previous year, as i s evinced by the f inal 
columns for the in-flow and out-flow data. 
What i s i n t e r e s t i n g i s t h a t desp i t e 
unemployment f a l l i n g in February and 
March, the inflows onto the unemployment 
register have increased since ttie previous 
year (al though in March, the t o t a l 
entering unemployment fel l compared with 
the previous month). The numbers leaving 
the stock of unemployed in February and 
March are a t leve ls considerably higher 
than for the corresponding months in the 
previous year. We thus find a picture of 
a market where the stock of unemployment 
appears to have reached a peak, with the 
possibility of a sustained fal l beginning, 
w h i l s t the dynamics of t h a t market 
demonstrate a state of increased activity. 
This increased dynamism should eventually 
be r e f l e c t e d in reduced dura t ion of 
unemployment. There are several ways of 
measuring this duration - if we select the 
median as a summary indicator , Table 8 
suggests that th i s dynamism has not yet 
been t ranslated into reduced length of 
unemployment for those experiencing that 
state. Looking at the right-hand columns 
of Table 8 i t i s c l ea r t h a t female 
unemployment duration i s higher than in 
the respective period in 1985; for males 
the picture i s a mixed one, although there 
has been a f a l l in the median duration of 
unemployment for that group which had not 
completed i t s spell at the time the counts 
were made. What is perhaps interesting is 
the evidence of considerable seasonal 
var iat ion in the duration data, as can be 
seen by comparing the f i rs t two columns of 
data on the left with the following two. 
In order to p resen t a more complete 
picture of unemployment in Scotland, this 
section concludes with Table 9 which 
presents a detailed breakdown by age and 
sex of the length of unemployment 
experienced. 
Vacancies 
During the f i r s t three quarters of 1986 
the seasonally adjusted stock of unfilled 
vacancies in Scotland rose as did 
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Table 6 Scotland - Unemployment - seasonally adjusted (excluding school leavers) 
1985 December 
1986 January 
February 
March 
April 
May 
June 
July 
August 
Number 
(000s) 
334.4 
334.8 
335.1 
337.9 
338.7 
339.3 
341.2 
343.5 
345.1 
September 345.0 
October 
November 
December 
1987 January 
February 
March(P) 
345.8 
346.3 
347.7 
350.1 
347.4 
344.6 
Rate 
(« 
13.3 
13.3 
13.3 
13.4 
13.5 
13.5 
13.6 
13.7 
13.7 
13.7 
13.8 
13.8 
13.8 
13.9 
13.8 
13.7 
Change 
since 
previous 
month 
(000s) 
+1.7 
+0.4 
+0.4 
+2.7 
+0.8 
+0.6 
+1.9 
+2.3 
+1.6 
-0.1 
+0.8 
+0.5 
+1.4 
+2.4 
-2.7 
-2.8 
Average 
change over 
previous 3 
months 
(000s) 
+0.8 
+0.3 
+0.8 
+1.2 
+1.3 
+1.4 
+1.1 
+1.6 
+1.9 
+1.3 
+0.8 
+0.4 
+0.9 
+1.4 
+0.4 
-1.0 
Male 
Nunber 
(000s) 
232.5 
233.1 
232.9 
235.2 
235.5 
234.8 
236.1 
236.7 
238.4 
239.0 
240.2 
241.2 
242.8 
244.8 
244.0 
243.0 
Rate 
(*) 
16.0 
16.0 
16.0 
16.2 
16.2 
16.1 
16.2 
16.3 
16.4 
16.4 
16.5 
16.6 
16.7 
16.8 
16.8 
16.7 
Female 
Number 
(000s) 
101.9 
101.7 
102.2 
102.7 
103.2 
104.5 
105.1 
106.7 
106.7 
106.0 
105.6 
105.1 
104.9 
105.3 
103.4 
101.6 
Rate 
(*) 
9.6 
9.6 
9.7 
9.7 
9.7 
9.9 
9.9 
10.1 
10.1 
10.0 
10.0 
9.9 
9.9 
9.9 
9.8 
9.6 
Note (P) Provisional and subject to revision 
Source: Department of Employment Gazette 
Table 7 
Month 
ending 
1986 Mar 
Apr 
May 
Jun 
Jul 
Aug 
Sep 
Oct 
Nov 
Dec 
1987 Jan 
Feb 
Mar 
Unemployment flows 
Total 
incl. 
school 
leavers 
38.1 
41.0 
39.2 
42.8 
52.8 
42.2 
59.2 
49.0 
45.1 
40.4 
46.0 
42.8 
38.3 
- standardised, unadjusted : Scotland (000s) 
In Flow 
School 
leavers 
2.8 
3.2 
2.5 
2.9 
2.7 
2.3 
12.3 
3.3 
1.8 
1.4 
7.3 
3.8 
2.3 
Total 
excl. 
school 
leavers 
35.2 
37.8 
36.6 
39.9 
50.1 
39.9 
46.9 
45.7 
43.3 
39.0 
38.7 
39.0 
36.0 
Change 
since 
prev. 
year 
1.2 
-1.4 
1.2 
2.1 
4.0 
3.2 
2.7 
1.4 
1.9 
1.7 
2.2 
1.3 
0.8 
Total 
incl. 
school 
leavers 
46.6 
43.3 
44.7 
43.0 
44.5 
42.5 
54.4 
53.1 
44.4 
34.9 
30.8 
50.7 
47.1 
Out Flow 
School 
leavers 
3.1 
2.2 
2.0 
2.2 
2.5 
2.2 
4.1 
5.4 
3.3 
1.7 
1.3 
4.1 
3.1 
Total 
excl. 
school 
leavers 
38.6 
41.1 
42.7 
40.7 
42.1 
40.4 
50.3 
47.7 
41.0 
33.2 
28.2 
46.6 
44.0 
Change 
since 
prev. 
year 
4.7 
5.4 
-0.2 
-0.0 
2.7 
-0.6 
4.3 
2.9 
-0.8 
-1.9 
5.8 
4.5 
5.4 
Source: Department of Employment Gazette 
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Table 8 Median duration of unemployment by region and sex (weeks) 
MALE 
Completed spells 
(computerised records only) 
Great 
Scotland Britain Scotland 
Great 
Britain 
April 1985-July 1985 
April 1986-July 1986 
Change 
15.7 
15.4 
-0 .3 
16.2 
14.7 
-1 .5 
11.9 
12.0 
+0.1 
11.5 
11.7 
+0.2 
July 1985-Oct 1985 
July 1986-Oct 1986 
Change 
Uncompleted spells (all 
records 
July 1985 
July 1986 
Change 
FEMALE 
Completed spells 
(computerised records only) 
44.7 
45.1 
+0.4 
45.3 
44.9 
-0.4 
43.4 
42.7 
-0 .7 
43.6 
43.9 
+0.3 
October 1985 
October 1986 
Change 
April 1985-July 1985 
April 1986-July 1986 
Change 
16.6 
15.0 
-1 .6 
15.7 
14.0 
-1 .7 
10.1 
10.5 
+0.4 
Uncompleted spells (all 
records) 
July 1985 
July 1986 
Change 
MALE AND FEMALE 
Completed spells 
(computerised records only) 
April 1985-July 
April1986-July 1986 
Change 
Uncompleted spe l l s ( a l l 
records) 
July 1985 
July 1986 
Change 
16.0 
15.3 
-0 .7 
38.1 
38.0 
-0 .1 
16.0 
14.5 
-1 .5 
39.3 
38.8 
-0 .5 
11.2 
11.4 
+0.2 
36.6 
36.3 
-0 .3 
10.0 July 1985-Oct 1985 
10.3 July 1986-Oct 1986 
+0.3 Change 
27.8 
27.1 
-0 .7 
29.1 
29.2 
+0.1 
26.3 
27.0 
+0.7 
25.6 
27.2 
+1.6 
October 1985 
October 1986 
Change 
10.9 July 1985-Oct 1985 
11.2 Ju ly1986-0ct 1986 
+0.3 Change 
36.2 October 1985 
37.0 October 1986 
+0.8 Change 
Source: Department of Employment Gazette 
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Table 9 Age and duration of unemployment (Scotland) 
Duration of 
unemployment 
in weeks 
2 or less 
Over 2 up to 
4 
8 
13 
26 
52 
104 
156 
208 
Over 260 
4 
8 
13 
26 
52 
104 
156 
208 
260 
Under 
25 
6,691 
4,727 
8,035 
9,003 
19,550 
16,683 
13,505 
5,475 
2,912 
1,852 
1,803 
Male 
25-54 
5,183 
6,372 
10,131 
11,015 
20,001 
21,546 
23,161 
13,302 
9,438 
7,748 
19,717 
i 
55 * 
over 
765 
765 
1,301 
1,641 
3,262 
4,417 
4,045 
2,527 
2,380 
1,738 
4,332 
All 
12,639 
11,864 
19,467 
21,659 
42,813 
42,646 
40,711 
21,304 
14,730 
11,338 
25,852 
Under 
25 
5,033 
2,931 
4,497 
5,337 
11,729 
10,154 
6,904 
2,518 
1,400 
904 
796 
Female 
25-54 
2,719 
2,612 
4,439 
5,290 
10,285 
12,748 
7,847 
3,283 
2,123 
1,476 
2,707 
55 & 
over 
144 
152 
258 
323 
744 
1,006 
1,255 
903 
847 
745 
1,314 
All 
7,896 
5,695 
9,194 
10,950 
22,758 
23,908 
16,006 
6,704 
4,370 
3,125 
4,817 
All 90,236 147,614 27,173 265,023 52,203 55,529 7,691 115,423 
Source: Department of Employment Gazette 
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vacancies in GB as a whole (see Table 10). 
However, in the final quarter of las t year 
Scottish vacancies fel l whilst the upward 
trend in GB vacancies continued, a fact 
reflected in the noticeable reduction in 
Scottish vacancies as a percentage of GB's 
in that quarter . This year has begun, 
though, with an increase in Scot t ish 
vacancies in each of the f i r s t three 
months. 
An increase in the stock of unfil led 
vacancies i s usually interpreted as "good 
news" as far as labour market activity i s 
concerned, since i t i s taken to be an 
indicator of firms' current demands for 
labour services which will subsequently be 
reflected in increases in employment and, 
perhaps, reduct ions in unemployment. 
Table 10 V a c a n c i e s a t j o b c e n t r e s , 
(excluding Community Programme 
vacancies), seasonally adjusted, 
(000s) 
1985 Mar 
I 
8 
1985 Mar 29 
May 
Jun 
J u l 
Aug 
Sep 
Oct 
Nov 
Dec 
1986 Jan 
Feb 
Mar 
Apr 
May 
Jun 
J u l 
Aug 
Sep 
Oct 
Nov 
Dec 
1987 Jan 
Feb 
Mar 
3 
7 
5 
2 
6 
4 
8 
6 
3 
7 
7 
4 
2 
6 
4 
8 
5 
3 
7 
5 
9 
6 
Scotland 
14.3 
14.2 
14.3 
14.3 
14.7 
14.5 
14.9 
15.0 
14.6 
13.8 
14.0 
14.6 
15.5 
15.4 
16.0 
16.9 
17.6 
17.6 
17.5 
16.6 
16.9 
16.5 
17.1 
17.2 
17.5 
Great 
Br i ta in 
155.2 
160.4 
160.1 
161.1 
160.0 
161.2 
164.1 
168.3 
167.0 
161.8 
161.0 
165.2 
167.6 
167.9 
170.0 
182.4 
191.2 
199.0 
204.4 
210.7 
213.1 
208.1 
208.2 
205.0 
as fat 
o f GB 
9.2 
8.9 
8.9 
8.9 
9.2 
9.0 
9.1 
8.9 
8.7 
8.5 
8.7 
8.8 
9.2 
9.2 
9.4 
9.3 
9.2 
8.8 
8.6 
7.9 
7.9 
7.9 
8.2 
8.4 
Source: Department of Employment Gazette 
Whilst this interpretation i s not without 
supporting evidence, short-term changes in 
the stock of vacancies must be interpreted 
with considerable cau t ion s ince they 
ref lec t the net r e su l t of large inflows 
and outflows, and the la t ter do not always 
re f lec t a placement. Thus i f a downturn 
in a c t i v i t y had a g r e a t e r impact in 
reducing outflows than inflows the stock 
of vacancies would actually increase as a 
consequence. 
Recent Scot t ish data on vacancy flows a t 
jobcentres are reported in Table 11. In 
each month for which data are reported in 
Table 11 the vacancy inflows and outflows 
both exceeded the stock of vacancies. On 
average then, vacancy 'duration' i s l e ss 
than one month. Just as measures of 
unemployment duration may be used as an 
( inverse ) i n d i c a t o r of labour market 
ac t iv i ty , so too can vacancy duration be 
employed as a (di rect ) indicator . An 
i n c r e a s e in the average dura t ion of 
vacancies indicates increased employer 
difficulty in f i l l ing vacancies and thus a 
tighter labour market. 
Table 11 Vacancy floe at joboentres, standar-
dised, seasonally adjusted, Scotland 
(000s) 
In Flow Out Flow Platings 
Average Average Average 
change change change 
three Uieti ttree 
nuitiM miWw months 
Level ended Level ended Level ended 
1986M3-
Apr 
Mgy 
Jin 
Jul 
Aug 
Sep 
Oct 
Nov 
Dec 
1987 Jan 
Feb 
Mar 
21.4 
19.5 
20.1 
20.9 
20.6 
20.6 
22.1 
21.1 
19.2 
19.4 
19.6 
18.5 
21.6 
0.7 
0.5 
0.2 
-02. 
0.4 
02 
0.4 
0.2 
-0.5 
-0.9 
-0.2 
-02 
0.7 
20.4 
19.5 
19.6 
20.0 
20.1 
20.5 
21.9 
22.2 
18.8 
19.7 
19.1 
18.2 
21.2 
0.1 
0.5 
0.2 
-0.1 
0.2 
0.3 
0.6 
0.7 
-0.6 
-0.7 
-0.7 
-0.2 
0.5 
17.7 
16.4 
16.9 
17.3 
16.8 
17.3 
18.7 
18.9 
15.8 
16.6 
16.1 
15.6 
18.2 
0.0 
0.3 
0.0 
-0.1 
0.1 
0.1 
0.5 
0.7 
-0.5 
-0.7 
-0.9 
-0.1 
0.5 
Source: Department of Employment Gazette 
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However, j u s t as 'average' duration of 
unemployment may be misleading (given the 
v a r i e t y of a t t r i b u t e s among the 
unemployed) so too may vacancy duration 
calculations. Nonetheless, the impression 
conveyed by the data i s tha t the typical 
duration of a vacancy in Scotland i s quite 
short and the inference would be of a 
fairly 'slack' labour market. 
Redundancies 
Prov i s iona l e s t i m a t e s of confirmed 
redundancies indicate a f a l l in January 
and February of t h i s year as compared to 
the corresponding months of 1986. 
However, l i t t l e weight can be attached to 
this at present since the data for January 
and February are as yet incomplete and 
t o t a l s are expected to be higher than 
those reported in Table 12. Over the 
longer term the trend in redundancies in 
Scotland has been downward, at least since 
they attained their maximum level of some 
59,000 in 1981. 
Table 12 Confirmed redundancies 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1985 Q3 
04 
1986 Q1 
Q2 
Q3 
1986 Oct 
Nov 
Dec 
1987 Jan 
Feb 
Scotland 
33,014 
57,178 
59,039 
48,944 
41,538 
30,164 
26,424 
5,229 
6,512 
7,180 
9,377 
7,081 
2,574 
1,352 
2,004 
1,396 
881 
G.Britain 
186,784 
493,704 
532,030 
400,416 
326,638 
245,443 
234,977 
56,198 
70,969 
64,766 
58,486 
52,030 
19,191 
13,634 
16,734 
10,899 
9,176 
as X of 
17.7 
11.6 
11.1 
12.2 
12.7 
12.4 
11.2 
9.3 
9.2 
11.1 
16.0 
13.6 
13.4 
9.9 
12.0 
12.8 
9.6 
Source: Department of Employment Gazette 
These changes broadly reflect those in GB 
as a whole as i s ev inced by t h e 
comparative constancy, over the l a s t 6 
years, of the Scott ish percentage of GB 
redundancies which i s recorded as the las t 
column of Table 12. Given the r e l a t ive 
stabili ty of employment over the period, 
i t i s c lear tha t redundancy ra tes have 
declined s ignif icant ly since 1981. As 
would be expected, redundancies tend to 
vary inversely with the level of economic 
activity. However, even in peak activity 
years redundancies will persist (although 
they wi l l , of course, be exceeded by new 
h i r e s ) r e f l e c t i n g changes in t h e 
composition of production. 
INDUSTRIAL RELATIONS 
Industrial relations in Scotland continued 
to be l a r g e l y dominated by events 
elsewhere, namely national negotiat ions 
and the sense of an impending general 
e lect ion, ra ther than by local issues. 
Nevertheless, s ignif icant local disputes 
have been important within education and 
engineering sectors. 
Higher education continues to face the 
problems of restructuring in the light of 
reduced income leve l s ; the difficulties 
associated in such processes have been 
well i l l u s t r a t e d by events a t Aberdeen 
Un ive r s i ty . However, a number of 
institutions continue to develop plans to 
both reduce expendi ture and r e d i r e c t 
resources, processes which imply the 
poss ib i l i ty of closure of departments 
and/or the transfers of staff. Nationally 
since 1981, 10? of academics have lef t the 
profession and the r a t e of decline seems 
likely to continue until the next decade. 
As education has the s ta tus of a 'major 
e l e c t i o n i s s u e ' in the run up to the 
general e lect ion there has been some 
d i s t o r t i o n of the p r i o r i t y of, and 
importance attached to particular issues. 
The potent ia l ly contentious e lec tora l 
issue of school mergers and closures -
almost i n e v i t a b l e given shor t term 
demographic patterns - has been deferred, 
by at l e a s t one authori ty, unt i l af ter 
local authority e lec t ions , and possibly 
until after the general election. Whilst 
i t has proved poss ib l e to defer the 
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c l o s u r e of s c h o o l s and o t h e r 
r a t iona l i sa t ions of schooling i t has not 
proved possible to ignore the repidly 
growing numbers of surplus teachers. The 
issue is complex; hitherto the principle 
has been no redundancies and at least one 
union has r e f u s e d t o d i s c u s s any 
proposals, although i t i s open to question 
as to whether these p o l i c i e s can be 
maintained indefinitely. Whilst there i s 
a general drop in the numbers of teachers 
required - a function of the short term 
decline in the numbers of pupils - there 
are considerable var ia t ions both within 
and between r eg ions . Moreover, the 
ability of parents to choose schools, the 
changing popularity of non core subjects, 
and the introduction of consortia for 16 
p lus have a l l tended to complicate 
manpower planning. These complexities 
have the potent ia l to lead to apparent 
anomalies in the treatment of teachers. 
Problems of manning and consistency of 
teaching a t the school l eve l may be 
further exacerbated as additional schemes 
- such as early ret irement, secondment, job sharing, wider trawls for retraining, 
etc. - are introduced to reduce surpluses. 
The post sett lement phase in primary and 
secondary education has been characterised 
by a number of differing in te rpre ta t ions 
as to the advantages and costs of the 
agreement and as to the nature of the 
unresolved issues . There was a wide 
measure of agreement with the views, 
expressed by the P res iden t of the 
Headteachers1 Association of Scotland, 
tha t the cessation of h o s t i l i t i e s could 
not be regarded as a solution to the 
problems in education. As one director of 
education advised a l l head teachers "these 
a r e u n u s u a l l y d i f f i c u l t days for 
head teachers . . . . c l a r i f i c a t i o n and 
guidelines will be relayed to you as soon 
as possible and in the meantime I would 
ask you t o e x e r c i s e the u tmos t 
discretion". 
There a r e a number of p o t e n t i a l 
d i f f i cu l t i e s . F i r s t , there would appear 
to be major differences as to what would 
constitute an appropriate bundle of powers 
for headteachers, given their additional 
r e s p o n s i b i l i t i e s for the successfu l 
implementation of the range of changes to 
education. To a degree the debate has 
focussed on the more problematic and 
d i f fuse i s s u e s as to the ex ten t of 
p a r t i c i p a t i o n and democracy in the 
organisation and running of the school 
rather than on the nature and range of 
headteachers 1 powers. Secondly, the 
difficulties in r e s t a r t ing and preparing 
for Standard Grades remain. There is much 
evidence, inc lud ing EIS surveys , to 
indicate tha t schools are unprepared and 
under- resourced for Standard Grade. 
Additionally, the low morale in schools 
may retard the completion of the work for 
Standard Grade. Thirdly, the degree of 
criticism, within the EIS, as to the value 
of the agreement has prompted a vigorous 
defence as to the ' succes se s ' of the 
agreement by the executive of the union. 
Such c r i t i c i sms have extended beyond a 
genera l concern as to the o v e r a l l 
s e t t l e m e n t terms to the e f f e c t s on 
par t icu la r groups, such as teachers in 
special schools, who would appear to be 
losing the allowance paid in recognition 
of the s t r e s s of the i r work and as such 
w i l l not gain from the prolonged 
indus t r i a l action which they supported. 
The evident lack of consultation by the 
EIS with such groups over such amendments 
to terms and conditions, does not augur 
well for the union in i t s attempts to 
rebuild internal consensus to face the, as 
yet , unresolved issues. Final ly , in the 
longer term, the agreement for co-
opera t ion ' i n p i l o t s t u d i e s on the 
i n t r o d u c t i o n and evaluation of s taff 
development and career review schemes' may 
well, in the light of experience south of 
the border, become a contentious issue. 
The decision by employees to end their 15 
week occupation of the Caterpillar factory 
drew to an end a curious f i r s t phase in 
the attempts to preserve employment. Sit-
ins, as strategies to prevent closure, had 
tended to f a l l into disuse in the face of 
the high ra tes of plant closures which 
became a feature of industrial l i fe since 
the early 1980s. To many commentators 
the time for such a strategy had passed. 
Thus the decision to mount, what was to 
become a successful occupation of the 
plant , focussed a far greater degree of 
attention on the circumstances surrounding 
closure. However, the conduct of events 
during the occupation revealed clearly the 
effects of l eg i s l a t i ve changes on trade 
union pol ic ies and procedures. As the 
occupation progressed both employees and 
management came under p ressure to 
compromise and to embark on ta lks to end 
the occupat ion. The gran t ing of an 
injunction, on the understanding that 
Caterpilliar would open talks on possible 
alternative employment and other options, 
did not lead to a ce s sa t ion of the 
occupation by employees. However, the AEU 
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was forced, irrespective of the wishes of 
Caterp i l la r employees, to argue for a 
r e t u r n to work and an ending of the 
occupation. The union, fearing possible 
sequestration, was not prepared to be in a 
position of supporting action which was in 
breach of the law, and hence argued for 
acceptance of the proposals tabled through 
ACAS. Employees voted to accept the 
proposals, including enhanced redundancy 
terms (which might have been lost had the 
occupation extended beyond the 90 day 
notice period) and the establishment of a 
joint working party to find an alternative 
user, following discussions with the STUC. 
Elsewhere, the dispute a t Babcock Power 
i l l u s t r a t e d the potent ia l for disputes 
over temporary manning adjus tments 
following redundancy agreements. Whilst 
firms may wish to adopt more f lex ib le 
manning arrangements, including the use of 
temporary and/or sub-contract labour, i t 
i s often d i f f i c u l t to introduce such 
arrangements following major redundancy 
announcements. 
I n d u s t r i a l ac t i on by s t a f f in the 
Department of Health and Social Security 
and Department of Employment was part of a 
national campaign in support of a pay 
r i s e . The planned se lec t ive action was 
weakened by the l a t e withdrawl of the 
Inland Revenue Staffs Association. The 
p o s s i b i l i t y s t i l l remains of more 
widespread and prolonged act ion by CPSA 
members. 
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Regional 
REGIOHAL LABOUR HASKETS 
For the f i r s t time in more than a year i t 
i s now possible for th i s section to make 
direct comparisons of current unemployment 
and vacancy figures with those of twelve 
months ago. Some of the unemployment 
ra tes quoted below differ from those 
reported in the press due to changes in 
the calculation method introduced in mid-
1986. For a further discussion of the 
changes the interested reader is referred 
to previous Commentaries and the 
Department of Employment Gazette. 
As Table 1 i l l u s t r a t e s S c o t t i s h 
unemployment rose by almost 4,500 in the 
12 months to March 1987 to stand a t 
363,781. Compared with three months 
e a r l i e r , t h i s represented a f a l l of ju s t 
under 1,500. Although the net increase 
since March 1986 was 1.2$, the variat ion 
around this figure has been quite striking 
and amply i l l u s t r a t e s t he major 
development in the Scottish economy 
during that time, the f a l l in the o i l 
p r i c e , and i t s d i f f e r e n t i a l regional 
impact. Unemployment fel l in only four of 
the local authority areas, a l l of them on 
the mainland. The largest percentage fall 
was one of 3.8% in Central, with lesser 
decreases in Dumfries and Galloway, Fife 
and S t r a t h c l y d e . N e v e r t h e l e s s , 
Strathclyde re t a ins i t s posit ion as the 
mainland r e g i o n w i t h the h i g h e s t 
unemployment rate at 18.2$, accounting for 
more than half of a l l unemployment in 
Scotland. The impact of the fa l l -of f in 
oil-related activity i s most clearly seen 
in those regions where unemployment has 
r isen. In four of these regions the 
inc rease has been l e s s than 2.5$, 
including Highland (+1.5%) where i t might 
have been expected that the impact of 
events in the oil industry would have been 
g r e a t e r . However, in none of the 
remaining four regions i s the r i se l e s s 
than 6.2%. The greatest increase has come 
in Grampian, where an increase over the 
year from 18,645 to 24,356 represents a 
Review 
Table 1 IhamjlcyuuL by region 
Borders 
Central 
% rate 
Ha?fl7 
10.2 
15.6 
Dunfries& 
Gallcway 
Fife 
Grampian 
Highland 
Lothian 
S/c]yde 
Taysi.de 
Orkney 
Islands 
Shetland 
Islands 
Western 
Isles 
Scotland 
14.0 
16.1 
10.8 
17.2 
13.0 
18.2 
15.0 
13.3 
7.1 
19.4 
15.8 
Total Total Total 
Mar 87 Mar66 change 
3,961 3,885 
18,399 19,124 
8,201 8,327 
21,925 22,417 
24,355 18,645 
14,409 14,193 
47,862 44,619 
194,303 196,505 
26,713 26,091 
897 845 
855 786 
1,900 1,881 
+ 76 
-725 
- 126 
-492 
+5711 
+ 216 
+3243 
-2202 
+ 622 
+ 52 
+ 69 
+ 19 
363,781359,318 +MM63 
% 
change 
+2.0 
-3.8 
-1.5 
-2.2 
+30.6 
+7.3 
+7.3 
-1.1 
+2.4 
+62 
+8.8 
+1.0 
+1.2 
Source: Department of Employment 
growth of 30.6$ in unemployment. Clearly 
in this region the effect of declining oil 
exploration and development has been swift 
and substantial. Moreover, unemployment 
in Grampian has continued to grow since 
December 1986, increasing by 2.7$ during 
the q u a r t e r . As would be expected, 
Shetland too has experienced a rapid 
growth in joblessness, i t s unemployment 
to t a l of 855 in March 1987 being 8.8$ 
greater than a year before. The one 
region in which a l a rge i nc rease in 
unemployment is not wholly attributable to 
the decline in o i l prices i s Lothian, 
where unemployment grew by 7.3$. 
Table 2 focuses on the difference in male 
and female unemployment r a t e s and 
r e a f f i r m s the t rend noted in recent 
Commentaries of women faring re la t ive ly 
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b e t t e r than men a g a i n s t a background of 
g e n e r a l l y r i s i n g unemployment. Over the 
year t o March, t h e female unemployment 
r a t e e i t h e r rose by l e s s or f e l l by more 
than the male r a t e in n ine of the twelve 
r e g i o n s . In seven r e g i o n s t h e female 
unemploymen t r a t e r o s e , t h e l a r g e s t 
i n c r e a s e of 1.8 p o i n t s being in Orkney, 
w h i l e of t h e f i v e r e g i o n s in which the 
unemployment r a t e for women f e l l , t h e 
biggest drop was in Central (-0.4 points) . 
The v a r i a t i o n of c h a n g e s i n m a l e 
unemployment r a t e s was much greater than 
for women: from a decrease of 0.7 points 
in Cen t ra l t o a r i s e of 3.5 p o i n t s in 
Grampian. The r e l a t i ve ly poor performance 
of male unemployment r a t e s cont inued in 
the three months from December to March. 
Table 2 Unemployment rates by sex and by 
region 
Change since 
% rate March 1987 March 1986 
Males Females Males Females 
Borders 
Central 
Dumfries 
& G/way 
Fife 
Grampian 
Highland 
Lothian 
S/clyde 
Tayside 
Orkney 
Islands 
Shetland 
Islands 
Western 
Isles 
11.5 
18.6 
15.5 
19.4 
12.1 
19.4 
16.9 
23.4 
18.8 
15.3 
7.1 
25.1 
8.5 
11.5 
12.0 
12.0 
8.9 
13.9 
8.5 
11.7 
10.6 
10.5 
7.2 
11.8 
+0.3 
-0.7 
+0.1 
-0.4 
-0, 
-0, 
+3, 
+0, 
+0, 
-0, 
+0, 
-0, 
+1. 
-0 
-0.1 
+1.0 
-0, 
+0, 
+0.1 +1.8 
+0.6 +0.5 
+1.0 +0.9 
Soiree: Department of Employment 
Note: 
The unemployment r a t e s for March 1987 
w e r e c a l c u l a t e d u s i n g m i d - 1 9 8 5 
p o p u l a t i o n e s t i m a t e s . Those r a t e s for 
March 1986 r e p o r t e d in Department of 
Employment Press Notice 466/86 used mid-
1984 e s t i m a t e s . In o rde r t o c a l c u l a t e 
t h e change in r a t e s between 1986 and 
1987, t h e 1986 r a t e s have been r e -
c a l c u l a t e d us ing t h e 1985 popu la t i on 
es t imates . 
Table 3 Vacancies* and unemployment>-vacancy 
ratios, by region, March 1967 
CPvac-
amies 
Vacancies as J of U/V ratio 
total excl.CP*» total total e«cl.CP 
Borders 
Central 
Dunfries& 
Galloway 
Fife 
Graipian 
Highland 
Lothian 
Strath-
clyde 
Tayside 
Orkney 
Islands 
Western 
Islands 
379 
836 
376 
985 
2044 
1164 
2993 
10028 
1127 
52 
125 
Scotland 20060 
341 
725 
324 
860 
1984 
1102 
2610 
7956 
39 
54 
17036 
10.0 
12.1 
13.8 
12.8 
2.9 
5.3 
12.7 
10.5 
22.3 
21.8 
22.2 
16.8 
12.8 
16.0 
11.6 
25.3 
25.3 
25.5 
17.3 
13.6 
18.3 
20.7 19.4 24.4 
12.7 23.7 27.1 
25.0 17.3 23.0 
56.8 15.2 35.2 
15.1 18.1 21.4 
Unf i l l ed vacanc i e s a t J o b c e n t r e s and 
Careers Offices 
Community Programme ** 
Source: Department of Employment 
I t i s c o n v e n t i o n a l l y assumed t h a t 
v a c a n c i e s r e g i s t e r e d a t Job C e n t r e s 
r e p r e s e n t a b o u t o n e - t h i r d of a l l 
vacancies. Table 3 presents vacancy data 
fo r March 1987. The t o t a l vacanc ie s 
f i g u r e i n c l u d e s v a c a n c i e s f o r s e l f -
employment and for the MSC's Community 
Programme, as wel l as the small number of 
vacanc ie s r e g i s t e r e d a t Careers Off ices 
which a re i n t ended , p redominan t ly , for 
t hose aged under 18. The unemployment-
vacancy r a t i o can be taken as an indicator 
of how many unemployed p e o p l e a r e 
competing for each vacancy: t h u s , in 
Scot land a t p r e s e n t , t h e r e a r e more than 
20 people chasing each regis tered vacancy. 
An a l t e r n a t i v e way of viewing t h i s i s to 
say tha t for every 1000 unemployed people 
in Scot land in March t h e r e were only 46 
j o b s r e g i s t e r e d a s v a c a n t . The 
unemployment-vacancy r a t i o i s h i g h e s t in 
the Western I s l e s a t 35.2 and Tayside 
27.2. However, when account i s taken of 
CP p l a c e s the Western I s l e s r a t e i s more 
than halved t o 15.2. I t i s no t ab l e t h a t 
regions with the lowest unemployment r a t e s 
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(Borders and Grampian) also have lower 
than average unemployment-vacancy ratios, 
indicating relatively more buoyant labour 
markets. These regions also have a very 
low proportion of CP places in their total 
v a c a n c i e s . On t h e c o n t r a r y , in 
Strathclyde, one vacancy in five i s for a 
short-term CP place. 
In Tables 4 and 5, some indication of both 
inter- and in t ra- regional var ia t ions in 
unemployment are provided. In simple 
terms, Travel-to-Work-Areas (TTWA) are 
re la t ive ly self-contained labour markets 
where a t l e a s t 75% of the workforce 
resides and at least 75? of the residents 
work. A region with a high proportion of 
TTWA's in which the unemployment r a t e 
exceeds the Scottish average i s designated 
a high unemployment region, and vice versa 
for low unemployment areas. Table 4 
confirms that Strathclyde and Highland are 
the mainland regions with above-average 
concentrations of unemployment. At the 
opposite end of the spectrum, Borders and 
Grampian regions have few TTWA's with 
unemployment ra tes above the Scott ish 
figure, although Borders has acquired one 
such TTWA in the las t quarter. 
Table 4 TTWA In region with unemployment 
rates above the Scottish and 
regional averages 
No-above No v. above 
Scottish regional 
average 
2 
2 
5 
2 
8 
6 
1 
6 
4 
No of TWA 
Borders 
Central 
Dumfries & 
Galloway 
Fife 
Grampian 
Highland 
Lothian 
Strathclyde 
Tayside 
5 
3 
7 
3 
9 
8 
3 
12 
7 
averaj 
1 
1« 
4 
2 
2 
6 
1 
10 
3 
Total 57 30» 
The final column of Table 4 and Table 5 
provide evidence of considerable in t r a -
reg iona l v a r i a t i o n in unemployment. 
Whereas Strathclyde i s unambiguously a 
high unemployment region i t i s also one in 
which unemployment i s re la t ive ly evenly 
spread among the twelve TTWA. In 
contrast, Grampian is a low unemployment 
area but unemployment rates vary from 9.3% 
in Aberdeen to 24.7% in Forres, the la t ter 
being larger by a factor of 2.66. In 
Dumfries and Galloway the divers i ty i s 
even greater, with the rate in Cumnock and 
Sanquhar being 2.69 times greater than 
tha t in Dumfries. In regions such as 
Central and Fife, the unemployment rates 
a re much more uniform. Cumnock and 
Sanquhar (28.0%) remains the TTWA with the 
h ighes t unemployment r a t e , w h i l e 
Galashiels in Borders has the lowest rate 
at 8.3%. 
Table 5 TTWA with highest and lowest 
unemployment rates 
• In addition the Falkirk TTWA has a rate 
of 15.8% 
Borders 
Central 
Dumfries 
& G/way 
Fife 
Grampian 
Highland 
Lothian 
S/clyde 
Tayside 
H Berwickshire 
L Galashiels 
H Alloa 
L Stirling 
H Cumnock & 
Sanquhar 
L Dumfries 
H Kirkcaldy 
L North East 
Fife 
H Forres 
L Aberdeen 
H Invergordon & 
Dingwall 
L Thurso 
H Bathgate 
L Haddington 
H Irvine 
L Oban 
H Arbroath 
L Perth 
High High 
% -Low /Low 
15.7 7.4 1.89 
8.3 
18.4 4.9 1.36 
13.5 
28.0 17.6 2.69 
10.4 
16.9 5.1 1.43 
11.8 
24.7 15.4 2.66 
9.3 
25.3 12.9 2.04 
12.4 
20.8 9.3 1.81 
11.5 
24.9 10.5 1.73 
14.4 
20.9 10.1 1.94 
10.8 
Source: Department of Employment Source: Department of Employment 
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Between February and April (inclusive) 
37^4 redundancies were n o t i f i e d in 
Scotland. As with the vacancy f igures, 
t h i s t o t a l i s incomplete, since not a l l 
redundancies are required to be registered 
by employers. From the data available i t 
i s clear that manufacturing continues to 
shed labour a t a greater r a t e than any 
other sector , accounting for more than 
three-quarters of redundancies. As would 
be expected, the region contributing the 
g r e a t e s t number of redundancies was 
Strathclyde, i t s t o t a l of 2169 including 
620 from Babcock at Renfrew and 254 at BSC 
Tubes Div i s ion . Notably, Grampian 
accounted for almost 15% of the reported 
redundancies, with par t i cu la r ly heavy 
losses in manufacturing. 
Table 6 Notified redundancies by region 
February t o A p r i l 1987 
(inclusive) 
Pri-
Totalaary Manuf. Const. Serv. 
Borders 
Central 
Dumfries & 
Galloway 
Fife 
Grampian 
Highland 
Lothian 
Strath-
clyde 
Tayside 
Orkney 
Islands 
Shetland 
Islands 
Western 
Isles 
Scotland 
29 
337 
19 
313 
556 
10 
170 
2169 
107 
34 
0 
0 
3744 
29 
315 
19 
3 281 
341 
85 
1734 
39 
3 2843 
9 
91 
10 
54 
221 
385 
13 
29 
124 
31 
214 
68 
34 
513 
Source: Department of Employment 
REGIONAL TRENDS 
During 1986 Grampian Regional Council 
undertook a mini 'Census of Employment* in 
the region, the preliminary r e su l t s of 
which have recently been published. The 
main reason for this exercise was the fact 
t h a t the most r ecen t da ta from the 
Department of Employment, at that point, 
was collected in 1981. A key finding of 
t he survey was t h a t t he p r e v i o u s 
employment estimate for the region in 1986 
of 240,150 will in a l l probability have to 
be lowered. Employers were asked to 
i n d i c a t e the l i k e l y t rend in t o t a l 
employment between 1986 and 1987. The 
results show that three-quarters of firms 
expected no change over the year, while 
17% expected employment to increase and 8% 
a f a l l . Optimism about employment 
p r o s p e c t s was most pronounced in 
manufacturing where 24% of firms said 
employment would r i s e . The survey also 
attempted to assess the degreee of the 
region's dependence on the oi l industry, 
by asking firms what proportion of t o t a l 
turnover went to the of fshore o i l 
industry. This revealed that 60% of firms 
had no dependence a t a l l on o i l - r e l a t ed 
business, and 14% of firms re l ied on the 
o i l sector for more than half of the i r 
turnover. 
Two Budget measures are l ike ly to a s s i s t 
the Grampian economy. F i r s t , the minor 
concessions made to the oi l industry are 
likely to stimulate activity. 10% of the 
costs of developing new fields can now be 
se t against Petroleum Revenue Tax (PRT) 
payable on existing fields. In addition, 
research spending on new methods of o i l 
extraction can also be written-off against 
PRT. Secondly, the dec i s ion not to 
increase excise duties on alcohol will be 
a boost to the Speyside whisky industry. 
Thus far, 1987 has been bleak in the 
Borders region with a spate of redundancy 
and closure announcements. Worst of a l l 
was the news that the e lect ronics group 
Sprague Electric (UK) Limited i s to close 
i t s Galashiels plant with the loss of 65 jobs. Only l a s t year the Galashiels 
factory was awarded membership of the West 
German firm MPI's MOO per cent Club', a 
r e c o g n i t i o n of the high q u a l i t y and 
rel iabi l i ty of i t s products. Redundancies 
or closures have also been announced by 
CWS Limited in Galashiels, Co-operative 
Retail ing in Hawick and Neve Electronic 
Production Limited a t Kelso. More 
op t imis t i ca l ly , Bepi Matrix Systems of 
Galashiels has concluded a collaboration 
agreement with Hitachi of Japan which may 
allow i t access to a much larger market. 
The Manpower Services Commission has 
decided to reduce by 60 to 2230 the number 
of Community Programme (CP) p laces 
available in Borders region. As a result, 
10 out of 28 projects run under CP funding 
will be abandoned. 
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